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HAROLD W. H?7ASE, called as a witness 
by the Plaintiff, being first duly sworn, testified 


as follows: 
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DIRECT EXAMINATION 
BY MR. BENDER: 
Q Mr. Haase, what is your present i::.:::5::? 


A My present address is 619 Oakmont Avenue, Sun 


: City Center, Florida. 


Q And, Mr. Haase, when iid you first go to work for 
the International Railw iys of Central America? 

A November 28, 1931. 

Q And prior to this tima did you work for the 
United Fruit Company? 

A Yes: sir. I worked for the United Fruit Company 
in Costa Rica and Nicaragua from about June 1927 until 
November 28, i931. 

Q And what oe first position. at the IRCA? 

A wy first position at the IRCA was secretary to 
the president. 

Q And who was tae president at that time? 

A Charles F. Myers. | 

And that position laste’ until when, sir? 
That lasted until 1934. 

Q And what was your position at that time? 

A Then from 1934 until 1936 I was trainmaster and 
port superintendent at Cutuco in £1 Salvador. 


Q And then, after that, what position did you assume? 
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wi A From °36 to ‘3% I was superintendent of transpor- 


tation in El Salvador. 


Q And after that what position did you assume? 


t3 


! 
A From "38 to °40 I was trainmaster and superinten- 
3f dent of transportation in Guatemala. 
Q Now, when you mentioned Salvador before, that was 
the Saivador Division of the railroad, is that correct? 


A Yes. 


a 5 Q@ Then, after that position, what position did you 
i? . gssume? 
A From '41 to '43 I was port and terminal superinten- 


*% | dent in Puerto Barrios in Guatemala. 


ye 
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Q And the spotting or picking up, this varied up 
to 1946, did it not, that spotting and picking up that wou 
Stenttiens Sometimes the spotting or picking up was done by 
CAG; as a matter of fact, most of the time it was done by 


CAG after 1946, isn't that correct, the spotting and picking 
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up? 
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. THE COURT: Let me go back for a minute so I 

a don't get confused. 
zr How long did you remain in the smploy of the : 
ef railroad? : 
: THE WITNESS: From 1931, your Honor, until 1965. 
7 THE COURT: '65? 
18 | THE WITNESS: Yes, sir. 
ie THE COURT: Why don't we get to the later period. 
oe Then we'll know a little bit more about what the case is about 
A MR. BENDER: Yes, sir. 
By Q After you were superintendant at Puerto Barrios, 
oi what did you then assume as a position in the railroad? 
4 


A I was--in 19.4% I was road master in the engineering 


department in Guatemala as well as for a period of several 
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months a -+}. «* Of a tracking company which the 
rai troad iment in th wrs-iadias. 

o Ady the: voy that what was your position? 

A the latter part of 1944 and about the middle of 
‘45 2 wae crensferre:) +« i) Salvador as a general manager of 
that: divisior.. 

F and as gene: 3 maneger of the El Salvador divi- 


LONG aiid YAN wtrvy there? 


ee ee oe 


At that por'ienler time, about eight to ten 


ee 


and then «boi was your next position in IRCA? 


A Prom the eni «ot "45 to '48 I was transferred back : 


to Gnetemale as the goners! manager of that division. 


THE COURT: Was that °45 to '48, then? 
THE WITNESS: Yes, sir. 
Q And as general manager of tha Guatenala division, 
who was your superior in this period of time? 
A Thomas Bradshaw, the president. 
Qo And you reported cirectly to the presicent? 
Yes, sir. 
And after 1948, what was your position? 
From 1948 to 1950 I was named general manager of 
both countries, Guatemala and Salvador. 


9) And then in 1950? 
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A From 1950 to 1956 I was’ prox.oted to vice president 
and general manager of the system, or in both countries. 

Q And then what was your next position? 

A From 1956 to 1959 I was executive vice president 
of the company. 

Q And then in 1959? 

A In 1559 I was elected pres‘dent, chief executive 


officer and director. 


Q And it was in 1959 that you zeplaced Mr. Bradshaw? 


A Yes. 
Q And then, in 1961, when Mr. McGovern died «i _ 
about February 16th-- 

THE COURT: Wait a minute. We haven't gotten to 
McGovern yet. 

MR. BENDER: Withdrawn. I'm sorry. 

Q While you were president of the IRCA in 1959-- 

THE COURT: We didn't have a termination date. 
Let's do it simply. 

How long did you stay as president? 

THE WITNESS: From 1959 to 1365, your Honor. 

THE COURT: '65. And at that time you terminated 
all your relationship with the company and retired, is that 
right? 

THE WITNESS: Yes, 


Cis b. MCT COURT REZ ORTERS 
At? 22 S12 ES COURT HOUSE 


POON Fee PP ee orem 40 og ° ele ae Pes vomeemse® 8 PWewe «somes m@ sees 


| 


jgv 20 Haase~direct 


. [s) Le) 


tn 


o U™ 


< 


S 


| 
i 
$| 
i 
{ 
i 
{ 


Q Now, Mr. Haase, there was a special banana car, 


was there not? 


A Yes. 

Q Theat was utilized by the railroai? 

A Yes. 

Q And how many banana cars were owned: by CAG in 


this period, '45 to '64--well, in the period '45 to '60. 
Let's take that period. 

MR. KLINGSBERG: I think that is much too broad 
unless it is established that it was the same. 

THE COURT: I think so. 


A By Caz during all that time approximately sixty 


cars. 
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MR. KUINGSBERG: I object to the question, Mr. 


THE COURT: I know, you did. And I was going to 
sustain the objection. But it has been answered now. 
But apparently through the whole period they had 
five hundred cars, fifteen years worth? 
THE WITNESS: Yes, your Honor. 
Q How many did you say? 
A 560 CAG cars. 
THE COURT: It didn't fluctuate substantially 
during this period? 


THE WITNESS: No, sir. 
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2 THE COUz': 2 want to get my mind clear on one 


wS-: 


thing. Yrom the west «cast to Guatemala, could someone track 


a 


bananas as well as senc them on your railroad? 


tn 


THE Wi¥Wess: fo Puerto Barrios, no, sir. 


o 


THE COUR!': ‘here was no trucking facility at 


“ 


ali? 


THE WITHESS: Before 1959 there was no — the 
end of 1558, thore wes ao highway from Guatemala City to the 
port of Barrios. 3 

THE COURT: When was the highway built? 


TERE WITNESS: It was inaugurated the end of 


~ 
ia) 


1959. 


nee 
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THE COURT: Now, by the time you left in 1965, 


a 
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was there a highway and a trucking system or trucks that ran 


e: 


from the west coast to Barrios, let's say? 


-~ 
~ 


THE WITNESS: There wes, yes, your Honor, but 


a 


not for bananas. 
19 THE COURT: Not for bananas. That's what i'm 


2° trying to find oat. 


21 So that in all the time that you were there, 
22 | right up through ‘65, there was no competitive trucking, ‘a 
3 coaupetitive to your railroad, for the shipment of bananas, is : 
“4 that right? 
25 | 


| THE WITNESS: That is true, sir. 
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Q New getting back to the cars, the banana cars and 


Poe ssas. 


the locomotives of CAG that were under the equipment arrarge- 
ment with IRCA and in the possession of IRCA, was IRCA per- 
mitted to use those banana cars on traffic other than CAG's? 


A They were when CAG didn't require them or the 
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United Fruit Company didn't require them, 


THE COURT: These are CAG cars, owned cars? 
THE WITNESS: Yes, your Honor. 


THE COURT: And they could be used to ship 


Standard's fruit, for example? 
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THE WITNrSS: de “id at some particular times, 
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yes, whe: compania Avricola uidn't need them, or Uuited Fruit 
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4 THE COUR: Just so I can get a geographical 

8 4 term for this, where were the Standard plantations, the 

7 banana plantations? 
k 

1 4 THE WITNESS: The Standard banana plantations 
i 

" f were on the border between Guatemala and Salvador -- between 
k 

12 + Guatemala and Mexico, which was 375 miles from Puer*o Barrios. 
i 

2 4 THE COURT: That was west of Puerto Bairios, 


we 864° yight? 


dt THE WITNESS: West of Puerto Barrios. 
i THE COURT: And noxth? 
mi THE WITNISS: ‘Yest and north. 
: 18 : THE COURT: West and north. And how far was it 
9 from the Tiquisate area? 
20 | THE WITNESS: 305 miles from Tiquisa:e to Puerto 
2} oa 


; Barrios. It was about seventy miles -- Standard is about 
% 

2} seventy five miles farther north than Tiquisate. 

~ 


i 
; THE COURT: But on a similar longitude west, is 


\ 
af 
a ! that right, approximately? 
h : 
mt THE WITNESS: More or iess, ‘yes. 
yg bed 5 
< 3 
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Now, Standard left its plantations in 1961? 


Yes, sir. 
When in 1961? 
THE COURT: It did what? 
MR. BENDER: it left its plantations. 
A I believe that was about November 1961. 
Q Did : «.rtain event take place prior to their 
leaving? 
A Yes, a hurricane or tornado destroyed t 


plantations amost completely. 
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In fact, did the CAG employ its own crews for 


unloading the cars at the Barrios wharf and loading aboard 


ship? 


A 


Yea, sir. 


THE COURT: I will sustain the objection, 


Let me see if I understand you. The Standard 
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people were given in effect stevedore services by IRCA, is 
that right? 
THE WITNESS: For which we charged then. 
aE COURT: For which they paid? 
THE WITNESS: Yes. 
THE COURT: And CAG was not given stevedore 
services, is that right, they had their own? 


THE WITNESS: That's right. 
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THE COURT: Did they have a slip or a pier, too? 

THE WITNESS: No, but they had a particular area 
where trey would load the bananas on the opposide side of the 
pier on avers we call the apron of the pier where they could 
dock their ships and we could load the bananas on without 
interference with the two cargo piers on the same side. 

THE COURT: Was that kept open for them? 


THE WITNESS: Yes, sir. 
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THE COURT: 


' # ® # + 


understood that on one end of the pier, on the apron of the 


pier, Standard had the preference, and on the other side of 


the pier United had the preference, is that right? 


THE WITNESS: That‘s right, sir. 
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(DIRECT EXAMINATION BY MR. BENDER, CONT'D: ] 


C Mr. Haase, you testified yescerday at page 8c, 
8) Mz. Haase, on the Barrios pier did United oun sore 
ANG YOu Gave an answer: 


Then the question was: 
°O Waat perica of timo?" 
and the answer: 
“iy they had a contrivance which was a rough tyre of 
conveyor which tho? put on about in the late ‘56s but 
for some roasen, mocianically or othenvise 
20 off and on, not continously," 


Dic you rsud that wistimony last uicht 


ae ee At a ee Ce be RaSh NUT Vw’ Sod ad 


ee 
it 
mh 
‘ 
. 
an 
<< 
aS 
u 
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Would you iike to make a correction in that? 
A Yes, I would, because what I was referring to 
was the Standard Fruit Company, not the United Fruit Company. 


I misunderstood your qvestion. 


oO And the descripticn that you had there was a 


deacription of the Standard conveyors on the apron, as you 
described it, on the south side of the Barrios pier? 


A tandard conveyor on the apron, yes, sir. 
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t 
2 (CROSS EXAMINATION BY MR. KLINGSBERG: ] 
: i # % x 
i 
4 o fr. Haase, in or about November of 1971, do you | 
i recall that there was a hurricane in Wectern Guatemala? 
5! MR. BENDER: in what year? 
i MR. KLINGSBERG: Wovember 1961. 
3 i A Yes, siz. 
de a) Did you actually see the hurricane? 
j 
0 A I did. 
a! 9] Would you tell us from what vantage point you 
f 2 saw the hurricene? 
fs : A From the window of an airplane, flying from 
ee) Guatemala City to New Orleans. 
Hes oO And what did you observe? 

5 A I observed over to the right, over the Gulf of 
a | Mazico, this storm, and the storm came out of the Gulf of 
ale Mexico over this area called Beten-- 

9 | THE COURT: Pointing to No. 1 on the map». 

= A = =~ and it made a U turn from the Gulf of wexicc 

2 | through Mexico and struck the Guatemala border here at 

2 Aeajutla, where the Stendard plantetioas were and practically 
” 


2 dest coyed wey and went on down here to Tiquisate and created 
quite a bit of damage and ‘hen went on and dissipated itself 


“'" out into the Pacific Ocean (indicating). 
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oO Subsequentiy did you fly over the Standard Fruit 
Plantations -- 

A I aid. 

6 ~~ to observe the effects of the hurricane? 

A About a week later, several days later, after I 
returned to Guatemala, I got an airplane and flew dow 
over this whole area and over Tiquisate and back hae 
(indicating). 


oO And would you tell the Court, please, what you 
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observed? 
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ay I observed that the plantations of Standard were 
practically destroyed in their totality, and saw quite a 
bit of damage, I don't know how much right at the present 
moment to specify in number of stems, but I understand it 
was quite heavy. 


THE COURT: Where? In Tiquisate? 


td. ont SOT 


THE WITNESS: Around Tiquisate, yes, sir, in this 
area (indicating). 

THE COURT: When you say that there was serious 
damage from a hurricane, what was damaged on these banana 
plantations? 

A The banana plant grows up to a height of, I think, 
about 15 feet and then the stem shoots out and comes on 
down, and as it matures it gets heavy and the plant is top 

SOUTHERN DISTRICT COURT REPORTERS 
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heavy. And when the hurricane comes along with tremendous 


i foxcs, it breaks off the -- the stem breaks off dve to this 


;  weicht and i¢ lops over. It is what they call a break neck. 


fi And then, of course, it is destroyed, the pliant. 

{ 

: i if the stems are right at the point cf maturity, 
i! 

aS 


; Where they can be skipped, in some instances they cut this 


- y wind storm damaged fruit from a hurricane or from wind storm 
i 

damage and ship it. But not to a very great extent, as I 

~ understand it. 

nf fe) Waat did you actually see when you lvoked out the 

i window of the plane when you flew over the Stendard Fruit 


piantations to obserye the effects of the hurricane? 


ale A i saw these banana plants with the tops broken 
A off, 
ile fe) And you saw that throughout almost the entire 
| plantation? 
ji 
iS A Oh, yes. We flew over the whole thing. We made 
8 | two or three circles around the whole thing (indicating). 
tr 
j 
0 | Q And, as you testified, it was shortly after that 
! 
4: 4) that Standard Fruit ieft Guatenala and stopped growing 
i 
va bananas there, is that correct? 
23 ft A Yes, sir. 
at 
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MR. KEINGSBERG: I would like to mark as 
Defendant’s Exhibit 227 & letter from Mr. Laase to Mr. Yeager 
dated November 10, 1961. On top of that is a transmittal fro 
w=. Tennyson to Mr. Yeaser dated November 13, 19612. 

(Defendaat’s Exhibit 227 marked for 

identification.) 
oO Were you the author of Defendant's Exhibit 227 
for idsntificationa, Mr. Haase? 

“R. BENDER: Your Honor, could we just wait until 
I get that document? 

THz COURT: Yes. 

MR. KLINGSBERG: I have an extra copy. 

(Hazding.) 

Is this 227? 


Yes. 


This letter No. 358 from me to Mr. Yeager 
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on November 10, 1961? 
0 That’s right. 
(Pause.) 


Can you tell us if you were the author of that 
exhibit, Mr. Haase? 


(Pause. ) 
Do you recognize your signature on page 3? 
A Yes, sir. 


oO Can you tell us if you are the author of the 


A I was, yes, sir. 

o Does this exhibit refresh your recollection that 
when you drove through the CAG plantations you observed that 
haif of the banana acreage was damsged by the hurricane 


on November lst? 


A Yes, sir. I'11 have to correct my previous state-— 


; 
ad 
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meut. Evidently it was greater than < recollected at that 


have had to rehabilitate it, is that not so? 
A Well, I don't know exactly what you mean by "reha- 
bilitate,” but they would have had to have cleaned it up 
and perhaps replanted considerable of it. 
0 You used the word “rehabilitate” on page 2 at 
SOUTHERN DISTRICT COURT REPORTERS 
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moment. 
0 And in order to grow bananas on that land, CAG would 
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jgrf 12 Haase - cross 
the top. What does that mean? 

A Wall, rehabilitate insofar as I weant it was to 
clean vp the damage and to get it back in production. 

Now, if you meant the same thing, the answer -- 

fe) Did you subsequently learn whether CAG rehabilitate 
any of that demaged acreage? 

A ‘they did some rehabilitation, but how much I 
couldn't teil you right now. But if I may be permitted to 
Say so, you will note that I also mention a curb on this 
here in their estimates. And that must be taken into 
consideration in considering wind storm or hurricane damage. 

© Mr. mane, had you been concerned pricr to the 
hurricane that Standard might start shipping by truck up 
through Mexico or by some other route? 

A I knew that they were studying the possibility, yes 

0 When Standard decided to go out of business, did 
you consi-er that you might have lost that business anyway 
because they might have started shipping by truck? 

MR. BENDER: I object. 

No, sir. 

MR. BENDER: Speculative. 

THE COURT: What is that? 

MR. BENDER: 1I'11 withdraw my objection. 


{Centinuing) No, sir. 
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Oo Mr. Haase, how many workers were there approxi- 


mately on the Standard plantations? 
A I don't know. 
0 Were there approximately 1,000 workers? 
A I don't know. I suppose there might have been. 
.¢] After Standard left, did anybody else qo into the 


banana business on their property? 


t 
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A I understand that there were some local independent 


that were planning on doing that. But right at the present 
moment I don’t recall that they did. 

Q It is a fact, is it not, that at least in part 
Standard Truit had some what were called associate producer 
arrangements with farmers who were growing bananas? 

A I believe they did to a certain extent. 

0 What does that mean, associate producer? 

A We generally called the purchased fruit that they 
purchase from plantations owned and operated by others than 
themselve>. 

May I refer again to this letter number 358? I 
think it should be brought out what I stated -- 

Q Piease limit yourself to answering my questions. 

After standard torminated its operations, did 
these fai-mers continue to produce bananas on the iand that 
were the subject of the hurricane? 
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i*‘m not certain. 
TRE COURT: Well, the hurricane was in November 
‘61, wasn’t it? 
THE WITNESS: Yes, sir. 
THE COURT: And you were part of the railroad 
in 1965? 
THE WITNESS: Yes, sir. 
THE COURT: Did you haul any bananas from that 
old Standard land from 1962, let's say, through 1965? 
I think that‘s the question. 
THE WITNESS: I don't believe we did, no, sir. 
0 You were not aware of any legal restrictions on 
che growing of bananas on the former Standard Fruit plan- 
tation, were you? 
A I wasn't, no. 
Q Is it a fact that Standard lost ay:proximately 
1,600,000 stems in the hurricane, as indicated in Plain- 
tiff’s Ethibit 227? 


A They lost, so I understand, ti:eir whela v~rodéreti 


I costdn’t pinpoint any particular number of stems at this 


Would you look at page 2 of Plaintiff's Exhibit 


Is that this one (indicating) ? 
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0 Yes. The first paragraph up from the botton, 

about the middle, where it says "Losses are estimated at 

4 i 1,600,000 st-ms." Does that refresh your recollection 

5 that Standard's losses were approximately 1,600,000 stems? ! 
A ‘hat is the estimated loss at that time, 1,600,000} 

stems. 

& Q The hnrricane which occurred and almost destroyed 

| 


Standard's plantations and also damaged CAG;s plantations 


9 caused IRCA to lose revenue in 1961, did it not? 

i A Yes. 

2 O And it also caused IRCA to lose revenue in 1962, : 
3 did it not? 

4 A Yes, sir. 


ae fe) Did IRCA have a contract with Standard Fruit for 

‘6 the carriage of bananas? 

A ‘They had a letter arrangement. I suppose you 

8 | could call it a letter contract. 

Q When was the letter arrangement entered into? 
A X think the oriqipal one was, as I recollect, 

; somewhere around 1947. I believe that's when Standard 
came in. And then it was revised, I believe, two or three 
' times, up until the time they left the country. 

“A Q Do you know when? 

“ A No, I don't. 
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‘] De you know what the provisions were of these 


aqreement 3? 

A i'm not tco clear on them right now? 

° Did you participate in any of the negotiations? 

A No, I didn't. 

Q Did IRCA make any claims against Standard for 
breach of contract as a result of their leaving their 
plantations in 1961? 

A Insofar as I know, no. 

THE COURT: As I understand you, Standard was 
then in Guatemala for fourteen years raising bananas, is 
that right? 

ry Yes, sir. 

Qe Mr. Haase, would you identify for us on the map 
where the port of Matias De Galves is? 

A Right here (indicating). 

Qo And how far is that from Puerto Barrios? 

A About three miles across the bay. It is a little 
bit longer around the road. 

Q When was Matias De Galves first opens. for 
traffic? 

A Well, it was opened sometime during 1 59 but 
generally innauqurated, as I recall, with the innauguration 


of the highway that paralleled our railroad to Guatemala 
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2 i City at the end of 1959. 


3 Q And what was the name of that highway? 
ti A The Ataantic Highway. 


built Matias De Galves? 


& 
P x 
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The government of Guatemala. 
7 4 Q And who built the highway? 
all: A The government of Guatemala, with a loan froin the 


7 United States. 
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(@) Mr. Haase, I believe you testified just before 
the recess chat the Port of Matias de Galvez opened in 
1959. Did I hear you correctly? 

A I said I believe? it 6id. The highway was inaucwe- 
ted in 1555, November, and I suppose the port was inaugurated 


about the came tire, although it was ready bafore taat, I 


believe. 

Oo That port was previously called Santo Tomas, was it 
not? 

A Yes, sir. 


oO I show you a copy of Defendant's Exhibit 464 for 
identificatien and ask if you can identify that as the annual 
report of IFCA for the year 1955? That's the annual roport, 
isn't it? 

A It looks like it. 

re) Would you turn to paga 5. 

A Page 5? 
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Yes. 

a Yes, sir. 

Oo Under the heading, "General," the third paragraph. 
Does that refresh your recollection that the government port 
of Santo Tomas was officially placed in service in 1955? 

A Yes, sir. 

Oo It says in this paragraph tiat the government 
is working on the construction of a railway line from Santo 
Tomas to connect with the main line of International Railways 
in the vicinity of Puerto Barrios. 

Was that ever completed? 

A I understand it was, but not during my time 
there. 

Oo It was not completed during the period of time up 
until at least 1965, is that correct? 

A Until the middle of 1965, anyway. : 

oO When you left the company? 

A Yes, sir. 

oO As a matter of fact, that connection by rail 
between Matias de Galvez and the railway lines was not com- 
pleted until after the government took over the railroad, 
isn't that so? 

A I have heazd something to that effect, but it 


was not in operation when I left the company. 
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Oo What was the reason why that wasn't completed 
during the period you were with the company? 
A Nationalism. 
oO You said the government built the Atlantic Highway 
which you pointed out énstead of connecting with Matias 
de Galvez, is that correct? 
MR. BENDER: I object. What do you mean "instead"? 
Instead of what? Instead of putting in a connection? 
MR. RLINGSBERG: Yes, 


A they built the highway, but whether it was built 


instead of the rail sonnection is a point to be conjectured. 


Oo Was the bulk of the import traffic between the 
Atlantic coast ports and the capitol, Guatemala City? 

THE WITNESS: Will you repeat that, please, sir. 

(Question zead.) 

A What? It's only half a question or I don't 
understand it. 
Oo I will rephrase the question. 

Is it a fact that the bulk of the import fueight 
which came into the Atlantic port of Guatemala was destined 
for the capitol, Guatemala City? 

MF.. BENDER: At what time? 

When? 

In the late 1950s. 
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Come in through both ports or one port? | 
| 
8) Let's take Matias de Galvez. 
{ 
t A I would say the majority of that was for the 
f } 
| interior of the country, Guatemala City, perhaps. 
t ' 
. | Oo Wes Galvez equipped to handle ocean-going freighter 
i’ ! 
: ‘ 
, 
| 
t | | 
| : 
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there were no other ports on the Atlantic or Caribbean com- 
panies that served on the ocean-going freight, is that 
correct? 
A 
Q There was another? 
Yes. 
What was that? 
Livingston. 
Where is that located on the map? 
About ten miles north of Puerto Barrios and 
Matias de Galvez. 
Q When was that opened? 
A Oh, that‘s been open for a hundred years. Many, 


many years. 


of traffic that came through as compared to Matias 
and Barriosi? 
A Yes, sir. It is an open roadsted. 
THE COURT: You mean you have to lighter there? 
THE WITNESS: Yes, sir. 
Q Is it a fact that until the Government opened 
Santo Tomas or Matias de Galvez in 1955, almost all exports 
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24 came and left Guatemala througl. Barrios? 

A Aimost ail, yes. 

Q Inn't it a fact that the Government port of 

> 4 Matias de Galvez was a more mcdern port with better equip- 


ment than IRCA had at Puerto Barrios? 


A To a certain extent, the equipment was better. 
i 
i Q And it was more modern, wasn't it? 
: A Well, that depends what you call modern. It was 


| 
we a T-shaped installation where they had a yard and wall, sea 
| wall, and the ships docked one behind the other along thie 
sea wall. Up ur .1 the time that I left, there was no 
rail connection that was operative alongside the cargo 
r ships between the warehouse and the ships, though I under- 
, stand that's a fact now. And there was, might we say, 


complete disorganization, or little organization in the 


| So even though the installation was newer, it 
did not, and could not under those conditions, handle the 
7 cargo that we could handle at Puerto Barrios. 
+e Q During the period that you were with IRCA, did 
IRCA petition the Guatemalan Government to complete the 
rail link to Matias de Galvez? 
A They did. 

2 Q And those petitions were denied? 
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A Wall, the result of the petiticnis was that the 


rail connection was not made. 

Q In addition to denying IRCA a rail access to 
Galvez, did the Goverment of Guatemala take legal action so 
that the great majority of imports and exports to and from 
Guatemala would move through the Government port rather than 


through IRCA’s port at Barrios? 


A Yes, sir. 
Q What were those legal actions? 
A I can't say exactly what the legal actions were, 


{ 

| 

but they issued laws or acuerdo, which is a decree, forcing 

the majority of in-bound and outbound cargo over the high- : 
way via trucks and through the Port of Matias de Galvez. 

Q How did the decree force the traffic to go via tha 

Port of Galvez and the highway rather than Barrios and the 

railway? 

A I don't remember the wording of it, but the re- | 

sult was that Guatemalans were asked or ordered--in these 

times that perhaps amounted to the same thing--to handle | 

their cargo through that port. | 

Q In or about 1958, did the Government reduce the | 

wharfage charges at the port of Matias de Galvez? | 


A I seem to remember something like that, but I 
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Q I show you Defendant's Exhibit 274 for identi- 
fication, which is a preliminary prospectus dated May 16, 
1962, of the B.S.F. Company. 

* direct your attention to the second paragraph 
on page 36, and ask ifgthat doesn't refresh your recollec- 
tion that in or about 1958 the Government reduced wharfage 
charges by about 25 per cant in the Port of Matias de Galvi 
THE WITNESS: What was the question? 


{Question read.) 


@ 


A Along about that time a reduction was propo3 
and I believe made, but definitely I couldn't say. 

Q As 2 resuit, IRCA was forced to make similar re- 
ductions at Puerto Barrios, is that not so? 


A When they made reductions, the IRCA I believe 


made similar reductions. 
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it true that up until the time, for example, 
that Atlantic Highway was completa and the Pacific Cozest 
Hightiay and the other highway from San Jose to Guatenale 
City were improved, that IRCA was tc only weans, for 2ll 
intents and purposos, of transpox‘ on of import-sxport 
£xeight? 


A Taat was true on the Atlantic, yes, sir. 


Tre Completion of these highways and the opening 
xf the port of Matias de Galvez reéuced IRCA's income from 
nd import traffic, did it not? 

A Yes, sir, by the amount of toisimage that they 
handled ove:: such highways compared to.wnhat they handied 
previously. 

@) Was the program for the construction of highways 
and ports initiated under the administration of President 


Arbenz of Guatemala? 


A Gi the Atlantic, yes. In the rest of the country, 


2] The Arbenz Government was in power from approxi- 


mately 1951 to 1954, is that correct? 


A Along about those years, yes. 


c@) And what happened to the IRCA while the Arbenz 
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Government was in power? 
A You'll have to clarify that, sir. 
9) Well, was the railroad nationalized at any time 
during the Arbenz regime? 
A No, sir. 


oO Was any action taken against the IRCA in that 


A In what form? 
6] Was any adverse action taken by the Government 
against the railroad com,any? 
A I really don't know how to answer that unless 
you have something to show me what it is. 
ce) Let me show you this government publication, which 
we marked Defendant's Exhibit 455 for identification, 
from which the map was taken, and see if that refreshes 
your recollection. 
MR. BENDER: Jour Honor, I am going to object 
to showing the witness a document that is not in evidence. 
THE COURT: Why? 
MR, BENDER: For purposes of refreshing his 
recollection on something. 


THE COURT: It is always done. You mark it for 


identification, you show it to the witness. You can say 


that his recollection hasn't been exhausted, if you want 
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to be technizal. But once it is exhausted, you may show a 


witness anytiing. 

© I iraw your attention to this paragraph, the 
second paragraph on page 35, and ask if that refreshes your 
recollection. 

A Th second paragraph? 

oO This one here (indicating). 

(Pauss.} 

A Pact of that statement is true and the other part 
is not. 

© What part is true? { 


A Ths part that he started the highway, this is only 


one paragraph, evidently, of a big story here, and it doesn't 
say what highway. It says, “Began building a highway paralle 
to the track." It doesn’t say what highway. 
oO Didi the Arbenz Government expropriate plantations 
or lands of the United Fruit Company, or CAG? 
B Excuse me? We haven't finished with this question. 
1) Go ahead, ‘€ you have something to add. | 
A No. I told you that a part of this statement in | 


here is true and part is false. 


oO Yes. I just asked you to tell us what was true. 
A Tha part was true there was a highway, but it 
doesn't say what highway. That's the reason I say. There 
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was a certain highwa, in the country that he started in 
the 1950s, but he did not nationalize the company. 


oO Did he take any action against the company, 


the IRCA? 
A Well, they say, “pressure.” 
What are they talking about? 
oO I*m asking you what you know. 
A What sort of action, sir? 
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Q In 1950 you were vice president and general 


manager in Guatemala? 

A Yes. 

Did you have any problems because of the Arbenz 
We had a lot of problems, through all the 

regimes, lzbor problems especially, because the labor was 
then beginning to feel their muscles and the syndicates, 
oer labor unions, were becoming stronger, making larger 
demands. We had a lot of difficulties at times trying to 
get them to comply with their labor contracts, and they 
would denounce them and we were in many long, drawn out 
negotiations with them. 

Q What dic that have to do with the Arbenz regime? 

A The Arbenz regime? It says here "Communist 
infiltration." It was generally understood that the Arbenz 
regime was a Communistic regime. 

Q Ani the Communists also had a strong influence 
in the railroad unions, did they not? 

A They did. So I understand. 

Q Did the Arbenz regime expropriate land of the 
United Fruit Company? 


A I heard that they expropriated some lands. But 


I wouldn't be qualified to say that they expropriated Fruit 
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Company lands. 


—— —- + > 


Q Did Govei:nment corporations operate any of the 
truck or bus companies that moved along these highways? 
MR. BENDER: Which highways, and when? 
MR. KLINGSBERG: The Atlantic Highway, for 


example? 


i | 
| 
a 
| 
| 


A Did the Government own them? 

Q Any of them, yes. 

A I reallydon't know if they were complete cwners. 
I don't recollect now. But i was told at that time by var- 
ious people: in the Government and Guatemalans that the 
Government had interests in certain of these trucking 
companies. 

Q And were many of the companies that owned the 
trucks or controlled the trucks, operating out of Matias de 
Galvez owned by people who were connected with the Govern- 
ment? 

A Some of them were, I understand. 

Q And other trucking companies were owned by promi- 
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nent Guatemalians, isthat not so? 

A That is true. 

Q Did the Government take any pro-Guatemalan action 
to convince Guatemalans to use the roads instead of the 
railway, which was owned by an American company? 

MR. BENDER: Your Honor, can we have the period 
that we are talking about? 

THE COURT: Yes. 

MR. KLINGSBERG: In the late 1950's. 

THE WITNESS: I believe I have already answered 
that. The answer is yes. 

Q And when these roads were first opened, there 
weren't any tolls on them, were there? 

THE COURT: I couldn't hear that. 

Q When the Atlantic Highway was first opened, there 
was no toll on it, was there? 

A I‘m not sure whether the tolls were put on 


immediately. I know that a short time after they were opene 


there were tolls placed on the highways. 


Let me cisrify that, please, sir, and say that 
they were there a short time after. I don't know when they 
were placed on then. 

Q Isn't it a fact that as the result of the various 
Government actions, the building of Matias de Galvez, the 
SGUTHERN DISTRICT COURT REPORTERS 
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building of the highway, the various actions to encourage 
use of the highway in the Government port, that IRCA was 
forced to reduce its freight rates for import and export? 
MR. BENDER: When? 
MR. KLINGSBERG: In the late 1950's. 
A Prom the time that the highway was inaugurated, 
a short time after and continuing almost until I left, if 
not until I left, the answer is yes. 
Q That would be continuing into the 1960's? 
A Yes, sir. 
Q And also as a result of this Government action, 
the majority of the tonnage for imports and exports moved 
via Matias de Galvez instead of Puerto Barrios, is that not 


so? 


A My recollection is that a large amount of it did. 


If it is over 50 per cent right now, I couldn't say. 
Q And this cost IRCA hundreds of thousands of 
dollars a year, did it not? 
A Well, it cost the railroad an awful iot of money 
It might have veen in that area. 
Q As a matter of fact, it resulted in disaster for 
the railroad, didn't it? 
MR. BENDER: I object to that, your Honor. 
THE COURT: Sustained. 
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Q No you renember testifying on deposition in this 
case on Feb:‘uvary 16 and 17, 1971? 

Do you remember that, Mr. Haase? 

Nay he read it to me? I didn't get that. 

(Question read.) 

2 gather a deposition in 1971. I don't remember 
the exact dates now. I think it was in the first part of 
the year. 

Q Do you remember testifying, at page 55, and 
were you asi:ed this question and did you give this answer: 

"Let me ask you about competition of trucks and 
passenger buses referred to onpage 6. You have a summary 
there of the situation which speaks for itself. 

"Can you tell -us how that competition began and 
how it grew and what the effect on the revenues of the rail- 
way was? 

“Answer. Yes. Generally, up until 1959, I 


believe it was, when the Atlantic Highway was completed, 


between the Atlantic Coast and Guatemala City, the highway 


w.s the only means for all intentional purposes of trans- 
portation of import-export freight between the Atlantic 
Coast and the city. 
“In 1959 the highway was completed and then 
immediately truck competition was started and this naturally 
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reduced our income. But, in connection with that, the 
Government also buiit the Port of Matias de Galvez, which 
was only three miles approximately from our port at Puerto 
Barrios, and this was a Government port, which later resulte 
in the Government t.aking aecessary legal actions, necessary 
as they deemed it legal actions, for the great majority 

of imports and exports to and from Guatemala that moved 
through the Government port instead of the IRCA port at 
Barrios. 

"Then the companies that owned the trucks or con- 
trolled the trucks operating in and out of Matias de Galvez 
were either prominent, wealthy Guatemalans or people con- 
nected with the Government or the Government itself. 


“Along about that time, a very pro-Guatemalan 


ee ee EO LTT 


action was taken in the country to convince all people liv- 
ing there, Giatemalans and perhaps foreigners alike, that 
the business should be given to the Guatemalan trucks or | 
companies rather than to the American company, the IRCA. 
“This resulted in a disaster for us as far as | 
reduction in freight rates to and from Mat‘2<: de Galvez, | 
with the result that themajority of the tonnage moved via 
Matias de Galvez instead of Puerto Barrios. I can't 
say it right now what this cost us in money, because of the 
long time that has elapsed, but I should say it was hundreds 
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of thousands of dollars per year.” 

Were you asked that question and did you give 
that answer? 

A I gave that answer, yes. 

Q And was that an accurate statement of the facts 
at the time? 

A Would you permit me to read the first paragraph 
or so? I didn't find it until you were-- 

Q Yes. 

(Pause.) 

A I believe you misspoke yourself there on that 
first part of that answer, or I misunderstood you. I mis- 
understood you to say, or I understood you to say the high- 
way was the only means for all intentional purposes of 
transportation. It should read the "IRCA was the only means. 

Q If I said that, I misspoke. 

The transcript says the IRCA. 
Yes. 
Otherwise is that an accurate statement of fact? 
“WR. BENDER: Your Honor, I am going to object 
to that part of theaswer going into the record which talks 


about disaster in light of the fact that your Honor has 


already excluded it, and I don't think it should be permitte 


to be gotten in in this indirect fashion. 
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THE COURT: It is just that had no reference <o 
anything when Mr. Klingsberg asked it. Now there is a 
whele answer that said this resulted in disaster. 
Now, E know what “this" is. 
fhe »bjection is overruled. 
A I think you should take it, if you'll permit me 


to say so, not only as a part of the statement, but saying 


“this resulted in disaster for us." I think you should com-' 


plete it and continue "as far as reduction in freight rates 
to and from Matias de Galvez, with the result that the 
majority of the tonnage moved via Matias de Galvez instead 
of Puerto Barrios." 

We are talking about import and export through 


that port cnly. 
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THRE COURT: What freight rates were you talking 
about there? .It is not clear to me? Your freight rates 
oz the truckers'? 

THE WITNESS: We had published rates, your Honor, 
and then, 4s soon as this highway was opened, the truckers 
undercut our rates and we had to m2et them in our attempt 
to heid cr xecover some of the movement. 

THE COURT: Yes. But the thing is a non omnes 
tf yeu redise the freight rates, hew could that have the 
result that. the majority moved via ilatias de Galvez? You | 
mean Gespite your zedaction of freight rates it moved, the | 
majozity moved, from Matias de Galvez; isn't that what you 
mean? 

‘HE WITKESS: Yes, your Honor. That is whet 
finally was the result. 

“HE COURT: So that vou lose not only the rate 


but the volume. 


“SE WITNESS: That's right. 


CLEC LOL OLD tte eat te. . ea a 


THE COUFT: And that was the disaster. 


THE WITNESS: They lowered, we lowered. They 


kept iowering, we had to. and then came this official 
action from the government trying to insite yeiple to do {t. 


BY MR. KLINGS3ERG: 


Q In or about the time that the Atlantic Highway 


sere 


ob tn P SY CYT Ceo Trene 
Md EER OM AE RULE REST Ree 


1 Seem Oe meee Pan pew thew oe 
682 Olam TES COURT Wiese 


PO + Y SARE ONY, OG TELEP HORE: CORTLAND Bet 


A 1552 


igjw 2 Haase - cross 249 
was opened, had the rates for transportation by truck been 
much laver than the railway had been charging? 

A Tt didn’t hear the first part of that, sir. 

Q I said in or about the time ‘he Atlantic Higaway 
was opened, had the rates for trucking Leen much lower than 
the railway was charging? 

A Up until the highway was opened, there was no 
movement down there. 

Q After that, when the hichway opened, the truc) 


Yates were much lower, is that correct, than the RCA 


rates? 
B They started out lower, yes. 
re) And then vou reduced your rates either to the 


Same price or in sone instances to lower than the trucks, 
is that correct? 


A That's right. 


Q ls that corre::t? 
A Thet's correct. 
G tut the matority 32 “12 Exeigit stilz continued 


to ge via truck over the highway, is that correct? 

A Tha:'s: right. 

Q What commodities were affected by the truck 
competition? 


A Practically ail dry cargo. We got some of it 
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it andthey qot some of... But the pipeline imports of 
gasoline and dic- 1, diesel oil and fuel ofl, in the 
majority cume in through Puerto Barrios. 
Q Did there come a time when the government built 
2 refinery? 
A < don’t know that the gcvermment built one. 
0 Vas a refinery built to which the railroad was 
denied acess? 
A Where? 
9 ~n Guatemala . 
-m the country? In the city? 
Ves. 
“n tie country -~ I don't kriew as “isk government 


built one. But there was a refinery built in Puerto Barrios, 


i 
“HE COURT: ‘How: did the crude come in? On vessels! 


te Puerto NMarrios? 


“HE WITNESS: Yes, sir. It came in on a pipe- 


COURT: From where? Mexico? 


WITNESS: No. Prom Matias de Galvez, at 


“HE COURT: All right. 
0 Pd thre come a time, in or about 1963, when 


movement of products from refineries switched to tank truck, 
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which resulted in a decrease in revenue from ruil tank car 


traffic to IRCA? 


A { keifeve there was tank truck movement over the 
highway from chat refinery, yes. 

Q Now, in 1956 was there a substantial reduction 
in local freight and passenger revenues due to increased 
bu and trick competition on the Pacific Coast of Guatemala 


resulting from the completion of many miles of paved hich- 


way throughout that area? 

4 ‘ie lost freight to trucks on the Pacific, yes. 
And I supoose it was in that area, in the years, somewhere 
in the 50's, I don's know whether it was in 1956. TI have 
no dcecumen> here. 

AR. KLINGSBERG: Please mark the IRCA Annual 
Report as Defendant's Mxhibit 266 for idertification, 
please, sir, 

(Defendant's Exhibit 466 was marked for 

identi fication) 

Q i show you Defendext's Exhibit 466 for identifi- 
cation. Yo receqnize that, Go you not, as the IRCA 
Annvei Remort for 1956? 

A tes. 


Q ‘fould you turn to page 2, where it states: 


"Revenues from import treffic showed a further 


rs 
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increase in 1956 over previous years, but there was a 
substantial reduction in local freight and passenger 
revenues due to increased truck and bus competition on the 
Pacific Coast of Guatemala resulting from the compietion 
of many miles of paved highway throughout that area." 


Dees that refresh your recollection as to that 


fact? 


0 it doesn’t say anything in there about losing 
traffic because of interference from banana trains, does 
it? 

MR. BENDER: I object, your Honor. The statement 
speaks for itself as to what it says. 

THE COURT: Yes. 

MR. BENDER: Unless he is going to make it in 
evidence. 2specially, because he is referring to the whole 
document, under the circumstances. 

‘HE COURT: Do you want to put it in evidence, 
Mr. Klingsherg? Bi 

MR. KLINGSBERG: Yes, your Honor. 

MR. BENDER: No objecticn. 

THE WITNESS: May I say something here? 


MR. KLINGSBERG: The clerk wants to make the 


document. 
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(Defenda.t's Exhibit 466 for identification was 


received in evidence) 


“ Q Is it also the fact, sir, as stated in the last 


> sentence in that portion I just read from that "Steps were 
‘im being taken in 1956 which include revision of local freight 

? and passenger teriffr to meet the truck com> atition."? 

2 | A You added a word in there which doesn't appear 


a | here. ‘Taxt's the reason I'm checwkiny £t. 
| I think we are talking just about freight rates 
here, and you inserted the word "passenger," but insofar 
as this reading the way it does, it is true. 1 wrote it, 
| so it must be -- I'l! have to say it is true. 
Q Now I show you Nefendant'’s Exhibit 70 for ider- 
tification and direct your attention to page 2. Do you 


| 
| 
\ 
recognize Defendant's Exhibit 70 as the IRCA Annual Report 
| 
| 
| 


for 1957? 
A Yes, sir. 
MR. RLINGSBERG: I offer it in evidence, your 
Honor. 


MR. BENDER: No objection. 


(Deferdant's Exhibit 70 for identification 


was received in evidence) 


a4 THE COURT: That is 1956, is it? 
! 
‘ 


MR. KLINGSBERG: 1957 Annual Report, Defendant'= 
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Exhibit 70. 

6) ‘ir. Haase, is it a fact that in 1957 IRCA had te 
reduce tariffe in Guatemala on account of truck compet <ion? 

A < don't: know, unless -- 

Q Look at the last two lines on page 2 of Defendant's: 
Bxhibit 70. 

A What it says here is true, yes. 

Q i show you Pefendant's Exhibit 92 for identi fi- 
cation, which is the IRCA 1958 Annual Report. Do you 


Lecognize Defandant's Exhibit 92 as the IRCA Annual Report 


Yes ,sir. 


> 
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‘e) is it a fact that imports decreased between 19:9 
and 1967 by3l ,747,387? 

MR. BENDER: Your Honor, if that’s actually in 
the annuzl coport, ft think wo ccn save some time by agresin 
thac is the case. 

THE COURT: I agree with you entirely. f 
don't understand why we are going through all this orally. 

MR, RLIXGSBERG: ‘The witness testified this morni 
chas the imports reductions were caused by interfrreies 
from the banana cars which met the IRCA trains on the sae 
track. We are impeaching that testimony by showing in 
every single annual report whieh this witness wrote the 
only reference to the reduction in imports aad exports 
anc the revenues and raduction of tarif¢ is due 
and truck competition. 

TEE COURT: Due to what? 
MR. KLINGSBERG: Highway and truck competition. 


HE COURT: Doesn't it speak for itseif if » § 


j- 
rea] 
ES 


evidence? 
MR. KLINGSBERG: All right. 


I offer Dofondant's Exhibit 92 in evidonce, 


MR. BENDER: Wo oojection, 
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Q Mr. Haase, isn't it a fact that the $2.8 million 
dropped in freight imports from 1957 ts 1962 of IRCA was 
principaliy due to loss of freight an" rate reductions due 
to the highway competition to which you testified? 

MR. BENDER: May I have that read < gain, please? 
THE COURT: Yes. 
(Question read.) 

A I have no way of saying now whether the number 
is right or whether your statement is right, but our annusi 
reports will cover that, or the International Railways 
Annual Re»ort will cover it fully. 

I have no documentation here. 

Q You saw the annual reports from 1959 through 196: 
Gid you not? 

A I saw all of them. 

Q And the annual reports contain explanations as 
to the reason that you and IRCA attributed to these various 
changes in revenue as illustrated in Exhibit 4, is that 
correct? 

A I don't know if it's correct or not, but if 
it's in the reports, it's correct. 

Q Mr. Haase, were there any instances in the late 
1950's or early 1960's when there was militarization of the 
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railroad? 

A There was at some time, but exactly what years, 
without ary documentation, I couldn't say when it was. 

Q What did militarization of the railroad involve? 

A It usually involved sending down several Govern- 
ment officers and stating that we were militarized and under 


direction and control of the military, and 80 forth, but 


actually in the actual operation of the railroad, it meant 


nothing. 


Q Were there times in the late 1950's and early 


1960's when martial law was declared in Guatemala? 

A Martial law was declared at various times in 
that period, but the dates I wouldn't be able to state here 
without any documentation. 

Q Is it a fact that at times there was an appoint- 
ment of a Government intervenor in regard to the running 
of the railroad? 

A An intervenor was appointed. 

Q Were any of these militarizations or appointments 
of intervaneors oolitical ats? 

A I considered them so at that time. 

Q What was the purpose of these political acts, 
according to your view at the time? 


MR. BENDER: Could we talk about specific events, 
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your Honcr? 
- & COURT: Yes, I think so. 
When was there a coup that overthrew the Govern- 
ment that was attributed to the CIA in the newspapers? 
When was that? 
THE WITNESS: 1954, 
2 fact, Mr. Haase. that the SNAF~~the SMAP 
the railroad unicn, is that correct? 
A Yes. 
Q “~~was one of the mort powerful and best organized 
uniens in Guatemala? 
A That is true. 
Q You have already testified that this was a 
stroncly comnunist influenced union, is that correct? 
A As I understood it, yes. 
ce) There are also various statenents which you have 
written in the annual report concerning labor problems in th 
labor union. Those statements were accurate at the time you 
wrote them, were they not? 
A it understood them to be, yes. 
2 is it a fact that in 1958 IRCA had a thousand to 


2,000 excess workers? 


; 
t 
| 
; 
{ 
t 


. 
5 
i 


; 
| 
| 
? 


’ 
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A Yes, zir. More or less. I should say I haven't | 


any decurentation. I know in that. area somewhere we had 
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imsaediately iaid off? 


2? 


A In many instances because we had no influence to 
pay them their severance pay and in several instances due 
ie the objection of the labor syndicate. 

Hovever, negotiation with them usually brought 


about: the results that we wanted, if we had the money to 


excess workers. ! 

' 

‘*< Q What wae the reason that those workers were not 
Q Was there a substantial labor problem in 1958? | 
aR Without documentation, I couldn't answer that, | 

six. The annual rerorts cover that also whenever we had 

any trouble. 

i show you Dafendent's Exhibit 92 in evidence, t 

2 1°52 amzual report, and ask if that refreshes vour recol- | 

Sa, ection az to the existence of «4 substantixal lacor dispute 


8? 


i 


in 19: 


MR. BENDER: Your Honor, my on): objection is if - 


a“ 


3£°s in the annual report why do we have to have it in the 


THE COURT: % agree with you. 


MR. KLINGSBERS: There 


pte 


s additional testimony, 
your Honoz, which the witness gave about it in his deposi- 


tion which I want to try to estavlish. The annual report 


ike Ad mele. % 
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indicatas t:he existance but not all the details Ir want to 


bring out. 


Q Dees that refresi your recollection that there 


was a subs‘antial lsbvor dispute in 1959? 


A I aaven's quite finished. 
Yes, there were Labor negotiations in 1958 ane 
the first part of 1959. 
Q There was also a strike, was there not? 
A Yes, sir. 
Q And the union wanted, emong other things, inter- 
vention in matters of railroad policy, didn't they? 


A Let me check that. 


> 
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Q Were you asked to resign as a result of differ- 


encss Over company policy? 


A I was not. 
Q Did you have a difference with Mr. Ciialk over 


company jolicy or management just prior to your resigna- 


tion? 


A Over a seriod of time we Gisagreed on a cow:le 


of things, yes. But insofar as I knew, chat wes -— ct 


wasn’t the pointed reason of my leaving the compar: 


Day . 

Q What was the pointed reason of your leaving the 
company? 

A AS I think and believe, Mr. Chalk was the owner 


of che company and he wanted to be the president. 
THE COURT: In that sense you weze fire*  7eren'’t 
you? Because there couldn’t be two presidents. 


THE WITNESS: No. He wanted to be. Wo, I wasn't 


THE WITNESS: Well, that is crue. 


But we came to an agreensnt on my leaving tha 
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company. 


THE COURT: Yes. 


4 Q Did you ever say that you were unjustly dis- 


in 


charged fror the IRCA? 


5: A That was according to Guatemala law. He wanted 
me to do certain things and come to the Stataa, wd 2 


> 


didn't want to come to the States. And according to the 


! 
law of Guatewala, that is changiny my conditions of work "a 
| 


it could be, under Guatemala law, attributed es indirect 


discharge. 
MR. KLINGSBERG: I would like to mark Defendant's | 
Exhibit 420 for identification, a telegram from Mr. Harold 


ib Hasse dated May 9, 1965. 


(Defendant's Exhibit 420 was marked for 


{ 
j 
' 
} 
| 
XXX iG identi fication) | 
Q Can you identify Defendant's Exhibit 420 as a 
3 telegram which you sent dated May 9, 1965, scopy thereof? 


B This is a copy of the cable I sent to Mr. Chalk. 
Q And did you state in that cable, and I quote, 
“I consider myself unjustly discharged."? 


ox, A I said that as the terminationof a lot of other 


u 


| things I said here. Exactly what I tola4diis Honor the 

om Judge. And the points I bring out are covered in Guatemala 
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Q Did you aver say that after you were discharged 
confusion reigned supreme at the IRCA operating offices in 
Guater ? 

A I did. 

Q Was that a fact? 

A As I saw it, yes. 

Q Can you describe whet wus going on which led you 


to that statement? 


A No one seemed to know who was running the company 


and no on e seemed to know what to do or when to do it. 

Q Had Mz. Chalk prepared any of the personnel in 
the Guatemala office for your departure? 

A Excuse me? I didn’t hear that. 

Q Had Mr. Chalk prepared any of the personnel in 
Guatemala to take over your duties on your departure? 

B I don't understand as he did. 

Q Hed any steps been taken, to your knowledge, 
prior to our discharge to arrange an orderly transfer of 
authority? 

A Not that I know of. 

TEE COURT: Are you still receiving compensation 
from IRCA? 
THE WITNESS: No, sir. 
TEE COUR™: Did you have a pension or anything? 
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TH WITNESS: 


No, sir. 


ment wnere I took a lump su paiyment. 


at 
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EXAMINATION BY MR. KLINGSBERG » CONT'D: ] 


Q Mr. Haase, when were you elected to the IRCA Board 


eof Dirsctozs? 


- A In April 1959. gies 
Q - And how long cid you serve in thet capacity?. 
A Until I left -the service, in June, I believe it 
was, 1965. - ---- ; rh 2 
-Q =-- During the period that you were a director of the 


IRCA, were you controlled or dominated by the United Fruit 


Company? | : ; ee 
= - MR. BENDER: I object to that, your Honor. That's 


THE COURT: Overruled. 


-Q-- - You may answer. naa 


~--:. THE WITNESS: way I answer? ---- 


THE COURT: You may answer. 


rym: MEP SP Nees 2 cee eee 
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A I was operating the railroad under the instruc- 


tions and orders of our Board of Directors and the Chairman 


of the Boardg of Directors. | 
THE COURT: Which board of directors? | 
THE WITNESS: The International Railway Company. | 
THE COURT: You said two things: Under cur 


board of directors and--what was the rest of it? I didn't 


heart it. 
Read it back. 
(Answer read.) 
THE COURT: The Chairman. I didn't hear that. 
Q Mr. Haase, do you remember testifying in depo- 


sition in February 1971 in this case? 


A Yes. Bad mp is 


Q Were you asked this question and did you give 


this answer, page lé: 


"Question. You were not dominated or controlled 


‘by any outside influence, as far as you know? 


"Answer. No. As far as I know, I wasn’t." 


Were you asked that question and did you give 


that answer? 


A Yes, sir. 
Q And was that he truth wh-s you cave it? 
A As I saw it, yes. 
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MR. BENDER: Your Honor, may the prior question 
end answer be reed in contex:? 
THE COURT: I don't know. I don't have the 
book in front of m. Read it, if there is any question. 
MR. BENDER: The prior question was: 
“Question. Well, what was the fact in the time 
you were a director, es far as your testimony goes? Did 
you act independently in the interest, as you considered, 
of IRCA or were you deminated or controlled or influenced 
by somebody outsida of I XCcA? 
“Answer. I wouldn't say anyone outside of IRCA. 
As president. nd chief executive and director, I naturally 
operated under instructions, or ir line with the policy 
formed by the Board." 
Q You were asked that question and gave that 
answer as well, did you not, that Mr. Bender read? 
A Yes. - By. ita e eee einen yt eee ke 
Q __. And that wes «.:°17ate? - oe i 
THE COURT: f picked this up at random; I don't 
want tc terfere with the e~«ri nation, but at page 15 { 
there seems to be some reference to it as well. 
MR. XLINGSEERG: That's right. 
Q And were you asked this question, and did you 


give this answer: 
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"Quegtion. And the Board << at the top of the 
page, first half of tre cege which is listed unéer the 
Gescription -- ‘controlled and dominated the board,' I see 
your nama, Mr. Haase, with some question marks. 


“Answer. I put that on there with two question 


THE COURT: You skipped something. 

(Reading.) 

"Question. What was the meaning of that? 

"Answer. Well, I put that on there with two 
question marks because I didn't consider I was either 


controlled or dominated by the United Fruit Company, and 


_ nen. wheever it was eaid that. it. was controlled and dominated, — 


r _ pat the two questicn marks 2longside my name." 
Were you asked that question and did you give 
_that answer? 


THE WITNESS: I did. 
-Q _ And_ _was it a fact at the time that you didn't 
considar that you were either controlled or dominated by 
the United Fruit Company? 


A As I understood the matter, yes. 


8 


tN 


ee SSS 


2534w 1 


answer, your Henor, 


wholly inderendent; did you?" 


think that I was wnat those two words mean to me, controlled 


and dominated. 


ment." 


answers .- 


the time 


Did you act independently 


I naturally oper 


policy formed by the Deard," 


any outside inflvence, as - 


SYOSS 305 


MR. BENDER: May I read the next auestion and 


so the record will he commlete? 
THE COURT: Yes. 


MR. BENDER: = 6) You considered you were 


"RR Well, net independent, bc I didn't 


I figured I could use some of my own judq- 


oe? 


| 
| 


THE COURT: Then read the next two questions and 


eens aileditetendierete ee 


BENDER: I read that before, your Honor. i 


mer 


COURT: It has to be. read acain in context, 


MR. BENDER: "9 Well, what was the fact in 
j 
i 


you were a directors far as your testimony qoes? 


; 
in the interest as yor considered | 
] 
j 


of IRCA or whether you dominated ané controlled or influenced 


het | 
somebody outside of ZROA.S: =: 


! 
2: a 


"A I wouldn't say anyone outside of IRCA. As 


president and chief executive officer and the director, 


ated under instructions or in line with the 


Se 


"9 You were not dominated or controlled hy 


° @a8 you know?” 
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af ' 'No, es far az I knew, I wasn't.” 


THF COURT: Now we have i: rather comnlete. Thank 


you. 


MR. BFNDER: Your Honor, may we continue reading 


just to compiete that part. 


THE COURT: You are not reading it as an admission 


You are reading it only to ask the witness whether it's 
true. : =a 
MR. BENDER: That's all richt, your Honor, I 


have no further readina. ‘= - 


THE COURT: You didn't ask him the question. 
BY MR. KLINGSRBERG: i it 
Q You heard the questions and answers Mr. -Bender 
read? : ch ee 
- A Yes, sir. ees. 
Q Were those answers truthful at the time you 
gave them? ; Se ES reget cine cpm SS in| Nace 
“7 =-A Yes. 
fe) One last reference, At the bottom of page 21. 
“Q Was it true that your allegiance while 
director after president, was primarily to United Pruit? 
"A No." 
Were you asked that question and did you give 


that answer? . its . 
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I did. 


ie) And was that a truthful answer at the time? 
A Yes, sir, as I saw it. 
THE COURT: Why do you always add “at the time?" 
If it was truthful then it is truthful now. 


Is it a.truthful answer? 


— 


THE WITNFSS: Yes, sir. 

0 Mr. Haase, you were asked a couple of questions 
during your examination the other day hy his Honor at pace 
8€ of the transcript. The first question was by Mr. Bender: 

"oO And the banana car, when were returned } 
to the West Coast, were they generally leaded with imports 
or did they generally qo hack enpty?" 


"A Practically always empty." 


"Tt... Court: Let me ask you: Did your railroad 
have a rate schedule nublished,apubli. hed tariff or any- 
thing l‘ke that?" 

"The witness: lie did, yes, sir." 

"The Court: What did thot tariff show for 


eves body whe wanted to transport gocds from the Fast Coast 


to the “e.'C oast? Did you have a rate for each tyne of 
car?” 
"The witness: Yes, sir." 


pS | "The Court: Was this a different -_. ve from 


se Phone * } 
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the one you cave CAG?" 

"The witness: Yes, sir." 

"The Court: What was the differential?” 

"The Witness: Tne differential was two or 
three ti ‘s greater than what we charged the Compania 
Agricola.” 

"The Court: How lon: did tsat differentia? 
last, wntil what year?" 

"The Witnes3: Until they left the country, 
until they got out of the banana buciness in Tigqui.ate * 

"The Court: §§ After the Riv. y decision there 
was no change in that respect?” 

"The Wittiess: I don't bel: -‘e there was." 

Tt would iiksa to show you the jud -ment in the 
Ripley case, par2zgrani 8E. I ask if that does not refresh 
your recollection that there was a change ordered in im- 
port rates in the Ripley case? 

MR. DENDER: Your Honor, may I just inject this? 
There is somethina here which we conceded on vace 89 shortly 


after that, that the vublic tariff rates were in fact 


lowered. At 4: *on of page 89 I said, vursuznt to your 


Honor'’s question -- tie Court asked this question at the 


bottom cf Page 8&: 


"But the ditferential was maintained in accord- 
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! 
ance with the Ripley ‘judament, is that correct? Any . 
argurent about that, if there is, I want to know?" | 

"Mr. Bender : The ten rercent continued to in- | 
crease and if the IRCA for example lowered its tarif¢ from 
$350 on any particular commodity, then of course that spread 
i was narrowed very drastically." 


8 | THF COURT: You said that? 


| MR. BENDER: Yes, your Honor. There is no ques- 


tion, your Honor, that as the tariffs were lowered then of 


Course the payments that were being made by CAG came up to 


all the commodities. We concede that to be the case. It 


} 


the pudlic tariff rate thet much faster and this varied on | 
; 
would be just a question of determining what was the exist- 


ing public tariff rate and what CAG was thon vaying to 


ro 


determine whether er rot there was any differential as to 


“4 


particular comrodities. We concede that the tariff rate in 
some instances by the start of the damage pericd in this 


situation had already been -- that there was ne differential 


ys) 


a i on some items as of 1$61. But this veried from commodity 


st 


es to cemmodity. There were many items that were imported, 
: H ywr Honor. 
| THE COURT: That leaves me completely in the 


‘i dark, doesn't it? 


( MR. BENDER: At this stage of the hearing, yes, 
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your Ronor. 

MR. KLINGSEERG: If Mr. Bender will consen: to 
striking all the witness’ hsiiiiinaas on whether import 
tariffs were higher or lower, because we don't have the 
terifis, then I don't have to pvursue it. 

THE COURT: I would think that would be desirable 
because it is obvious that Mr. Haase misspoke himself as to 
the effect of the xipley judgment, which is natural. So 
many years have qone by. 

MR. BENDER: Not in this respect, your Honor, if 
I may just say: one of the things we are relying unon is 
that there was, before the payment was made in 1961, that 
there continued to be on imports a discriminatory rate 
structure in that up to March of 1961 United was paying 
$106 a car, for example, on a.40,000 pound ear. 

THE COURT: You are testifying now. All I am 
saying is that Mr. Haase apparently from memory; is not 
qualified to testify about it. you may introduce it. I 
am not sayiry it is not releva:t. But he has shown he 
doesn'é really know, he doesn't remember, so I will strike 
it because it is obviously not within his memory. You 
may put it in, do it through some other wi<{ness. 


Let's agree on what we have stricken because I 
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pages, Mr. Klingshbera? 


MR. KLINGSBERG: That was at page 86 starting with 


the Court's question on line 20 up through page 87 at line 
16. 
THE COURT: All right, that's stricken subject 


to th- matter being proved otherwise by the nlairtitf. 
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9] Mr. Haase. you were asked this question at pace 
89 of the transcript. 


"Q Now, on wharfage in 1960 the contracts 


show that CAG on its imports into Guatemala paid $2 a ten 


on materials and was there a published tarif# rate that 
was higher for Si:andard Fruit Company in 1560?" 

"A Yes, sir.” 

New, we reviewed yesterday, you recell, all the 
references in che annual reports to reductions in rates 
which IRCA had to make in order to meet the cempetition at 
the wharf in Matias de Galvez and in order to meet the 
truck competition, do you recail that? 

A Yes. 

0 Could you also have been mistaken in your recol- 
lection just as you were un the changes in the import 
tarifz and the changes in the wharfage tariff? 

A I don't believe so. 

Q Was there a afferent wharfaq2 tariff for dif- 
ferent kinds cf material? 

A As I recall, yes. 

Q Rew many different wharfage tariffs would there 
» have been, one for each type of comnodity? 


A I don't believe go. There were various wharface 
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tariffs, but gonerally they covered a group of items, 

Q And did they vary in amount? | 

A I don't think so. 

THE COURT: What was this wharfage tariff? ‘las 
that e form of demurrage or ‘just an unloading charce? 

THE WIINESS: It was a charge for the use of the 
wharfage facilities. 

THE COURT: Which is really an unloading charge? 

THE WITNESS: ‘The could be termed that, yes. 

Did I understand you correctly to say there was 
a separate wharfage tariff for croups of commedities im- 
ported but that each separate tariff for each aroup was 
exactly the same dollar amount, is that your test-mony? 

A No. As I recall it. the tariffs would carry 
certain -- a certain aumber of items and t! .t would have a 
certain tariff. There may have been some differences be- 
tween comrodities hut Yam not too sure right now excepting 
that the wharfage for the United Pruit Company and the 
Compania Aqricola was less than the qeneral wharfaqe 
tariff. 

THE COURT: Both for imports and exrorts, was it? 
THE WITNESS: For imports especially. Insofar 


as bsnanas vere concerned, the Compania Acticcla and the 


United Frait Company had no wharfaye charge because it wasn' 
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set up in the agreements or in the contracts that we had 
with those companizcs,. 

Q Was the Compania Agricola's wharfage import 
charge (different for different categories of merchandise 
just as the published tariff was different for different 
Categories of merchandise? 

MR. BENDER: Mr, Rlinasherq, you used the term 
"merchandise" in this particular question. Did you intend 
it to be differen: than the term "mater Tials" ir the previous: 
questicns? 

MR. KLINGSBERG: Materials, merchandise, commnd- 


ities, it dvesn't make any Gt fference,. 


x The imps: sid for the Unitea Pruitt Company and 


the Comzcnia Agricola, a I recall them, was a Certain 
figure and that was due to their materials and supplies a4 
merchandise being cleared in the customs house at Puerto 
Barrics end then orwarded cn to theiz designation at 
Bananer2 for the United Fruit Compan: or the Ccmpania 
Agricol; on the West Coast or to the United Pruit Company 
merchandise depart-sat which was located -- the principal 
one was located in Puerto Barrios. ; 

Q You haven't answered my weston. My question 
is, you heve testified that with regard to the published 
tarife import wharfege, you had different amounts for 
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different groups of ccmncdities. 


MR. BENDER: Your Honor, I am going to object 
to that as to CAG:s charges because they are all covered 
by the contracts and they are ail in evidence. That's the 
best evidence of what the charges were. 

THE COURT: Let me hear the question again. I 
didn't ciite understand its tenor. 


(Question read) 


THE COURT: Make ano-l«r question. 
MR. KLINGSBERG: Mr. Bender makes the best evidence 


objectica. I am perfce**- happy to accept the best evidenc: 


rule here ind to have a ruling that the best evidence is 
what's in the contracts and what's in the published tariffs. 
if we have the published tariffs we Gon't have to test 


this witness’ recollection. 


THE COURT: I agree with that. I covldn't agree 


with you more. 
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THE COURT: 


All right. I em assuming for t2:: 
f moment that you have made a representation to the Court 
: thet you wiil be able <u prove the loss or destruction of 
the tariffs so as to make admissible now the testimony of 


\ 
19 ft Mr. Haase with respect to his recollection of the tarifis. 
t 


ey Is that correct? 
mY _ MR. BENDER: That's correct, your Sonor. 

I 
* THe COURT: Wow I am tellng you that you havo 
2 to have a pretty gocd, accurate memory or it's meaningless 
"y on seccnd=sry evidsuce of this kind dense orally. 
3 | 


i MR. BENDER: I understand, your Honer,. 
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THE COURT: We may ba wasting ‘ lot of time on 
this if you can't pin it down. I don't know whether you 
can or not. 

MR. BENDER: Your Honor, we are attempting to 


exhaust other means of getting the same information. 


NE ee ce a 


CHE COURT: I think you are wasting my time here, 
IY must say, with Mr. Haase. I can't possible remember 


what the differentials were or the tariffs oar arvthing. 


It is a very recor way cf proving your case. I suppose 


that's one of the troubles with these old cases. That is 


‘why we have statrtes of limitations and stuff like that. 


MR. RLINGSDERS: I an sorry to take up your 
Honor's time but we have this testimony on the record that 


there is discrimination and I have to deal with it. 


THE COURT: I understand that. You are entitied 


to cross~examination. i am addressing my remarks more 
to Er. Bender as to what he should try to look for and 


prove. . ; a Sates 


MR. BENDER: ‘four Honor, we are also qoing to 


make a more thorough search << we have already searched 
the records over in Jersey City. We will make & more 
thoreugh search over in Jersey City -- it is really New 

York now -- of these records in an attempt to find tari:'fs. 


TEE COURT: ALL right. I am not making any 


| 
| 
| 
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anticipatory rulings but I Like to aévise counsel when f 
think tho evidence is inadequate so if they can find sona- 


thing better they will. 


MR. BENDER: Thank you very much, your Honor. 


BY MR. KLIUCSRZEG: 

Q Er. Haase, was the wharfage charges for imports 
that CAG paid contained in the 1948 contracts? 

A I believe it was, yes. 

Q So that that charge did not go up or down aiter 
1048, did it? 

A I don't believe it did. 

Q But the wharfage charges uz IRCA contained in 
their published tarif¢£ relating to imports were reduced fre 
time to time i order to meet the Matiés de Galvez comrpetitic 
and for all the reasons we reviewed yosterdey, is that 
Correct? 


A Such is my recollection. 
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Q Mr. Haase, would you leok ec Defendant's Exhibit 


101 in evidence which consists of the original dGocume 
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which is a poor reproduction from the IRCA files and 
and @ retyped version which we have agree’ upon with Mr. 
Bender, 
Can you tell us who is cJG who wrote this memo 
to you? 

A CIG was Charles Joan Gregq, who was freight and 
passencer agent of the International Railways of Central 
Anerica at that time. 

Q Do you know who this initial is? 

A The initials are A.V.C., Albert Vv. Cooper, who 
at that -- 

Q This is 1959; Aprii, 1959. i 

A Mr. Cooper was at that time a vice-president 
ef the railroad generally in charge of tariffs and port 
operations. 


. .._@_ And he says here "the rates for the transrortatio 
of most items of impoxt cargo’ from Puerto Barrios to 
Guatemala have been reduced at different times du‘ing the 
past year but for several reasons they are higher than the 


rates for local cargo." 


You have no reason to challenge that conclusion, | 


do you? 
A No. 

Q And CJG says: "The carload rates now being paid | 
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on solid cars for CRG from Barrios to Tiqu’ ate do not 


appear to be out of lines if it is considerea that the delay 


{ 
end expense of incividual weighing, rating and checking is 


avoided." 


do you? 


A No, sir. 
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a] Mr. Eaasa. “4c you resall giving testimony in re- 
gerd to tha fact that the United Fruit and CAG could use ths: 
own lazor at the pier? Do you remember that? 

A Yes, sir. 

0 And you also gave testimony in regard to the fact 
that United Fruit and CAG did not have to pay wharfage 
charges on exports; do you remember that? 

A ‘perce et bemanas, I sa’d. 

fe) Yes. 

A Yes, sir. 

THE COURT: Excuse me, Did they export other 
things than bananas, United Fruit, from Guatemala? 

TF WITNESS: “he thirgs that they produced, your 
Honor -- I don't recall that they exported anything, but 
they dia reexport, later on, materials and macinery from 
Guatemala that they had brought in there for the Guatemala 
Division. They exported them or reexported them, sent 
them to other divisions in other countries. 

THE COURT: But I meant they didn't e:port coffee 
or things of that kind. 

THE WITNESS: No, your Honor. 

MR. BENDER: Your Eonor, may I make a concession 
on toe merchandise? In Reply it was determined that the - 
charge by United and CiiG on merchandise after 1951 of 
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$5 a ne wes tne same as the general public tariff. so 
that after 1951 the plaintiffs -- 

THE COURT: ‘51 or ‘61? 

MR. BENDER: After 1951, your Senor , on merchandise 
as distinguished from aterials, and that's why I was drawing 
the distinction before, your Honor -- 

THE COURT: Yes. 

MR. BENDER: ‘2 do not claim on merchandise that 
United was paying anything but the public tariff for 
Wharfeje on merche7dise imported into the country of 
Guatemala. That is United and CAG both. 

MR. HANDLER: Your Honor, I am ay a loss to 
understand why these ccncessions were not made at the time 
the witness was asked categorical questions. Whenever 
Mr. Klingsbsrg is about to show that the witness misstated 
the facts, we get an interruption, and I don't think you can 
have an effective cross exemination that way. 

THE COURT: Write it down and then you will get it. 

MR. HANDLER: There is a matter of credibility 


involved here. 
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a! 
yo 
| 
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| 
a i 
9 | 
t 
{ 
10 jj 
i 
7 | 
2 
: 
14 Q Now, Mz. Haase, after the testimony which I 
3 j read to you earlier in response to the Court's request, 
ee 
is you were asked, page 71: 
I 
7 | : “Question. Now, I previously asked you that 
18 question about 1960. Now, did the same pattern continue 
9 in 1961? 
2 | "Answer. It continued. There was no change.” 
i! 
2) | - Now, in 1960, what was the peak month? 
| 
2 H A I don't recall exactly. I have no documenta- 
| 
zB | tion. But I should imagine it would probably be around 


24 ! May or June. 


é THE COURT: Peak for what? Traffic? 
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THE WITNESS: Psak of benana movement, yes, 

your Honor. 

MR. KLINGGBERG: If your Honor please, there 

was one exhibit where we had a slight discrepancy on 

| figures. 

| THE COURT: I can't hear you. 

MR. KLINGSBERG: There was one exhibit where 

| Mr. Bender and I disagreed slightly on the figures, and we 

couldn't agree on it, 

I would like to mark it now and use it to 

refresh the witress' recollection, subject ” connection 

| and working out the detailed figures. 

We have the regular business forms from which 

| this was made in court. This is 468, Tiquisate stems 


shipped by month, 1950 and 1961. 


ae THE COURT: Mark it for identification. 
(Defendane's Exhibit 468 was marked for iden- 
tification.) 

| Q Mr. Haase, I show you Defendant's Exhibit 468 foj-: 


i identification, whica we prepared from our form 840's. 
I! Does tnat refresh your recollection that the peak in 

i 1960 was in March, April and May? 

A Yes, sir, it does. 


Q And isn't it a fact that in March and the bksgin- 
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ning cf April IRCA was able to move all the CAG and the 
Stencard West Coast bananas and United FPruits--East Coast 


bananas, without: any undue delays? 


A I doa't know what you mean by delay. We moved 


it. And at this late date, right at the moment I can't 
think of any other details there might have been. That 
might have been the period when they had shipments bunched 
up that affected our supply of cars and ovr motive power 
was exhausted for some periods of 24, 48, 60 hours or sore 
thing like that. 

But without anythiag to refresh my memory, sir, 
I couldn 't-- 

THE CoUR:': Let me ask you, in connection with 
thet, if you had a situation where the Stendard shipments 
were held up, let's say, for 48 hours, dié the railroad 
lose eny money, any revenue, by tnat fuct, or was it only 
Steadard that lost by it? 

THE WITNESS: The railroad usually didn't lose. 
I don't know of any instance when the rut itself was 
cancelled. That come under an answer I made before, where 
I said we would try and adjust it, maybe we could set it 
up, maybe we could set it back, but so that they could 
move it. 


E don't :secall any instance where Standard lost 
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the shipment, 


THE COURT: ‘here was nothing like a reverse 
demurrage charge or somsthing of that kind? 


THE WITNESS: No, yeur Hoaor. 


[THE COURT: # * * J 


Did you heve any complaints from Standard, with 


respect to deferred shipments, where they claimed that 


if you had got out the trains in tims the banznas would 


not have spoiled? 


THE WITNESS: I don't remsmber any claim, right 


at the present time, to that effect, your Honor. 


Q You dort know of any written complaints from 


SOUTHER DISTECT SURAT Riecers 


“a 
corse SIMI oN 


United States Cover KeUsg 


| < = 


A 1595 
jge 6 Haase - cross 347 
Standard in that regard, do you? 

A Standard gensrally didn't make their complciats 
in writing. 

z remember, when they would coms up, thoy woulda | 
mention a little delay here or somes delay here, and some- 
thing there, and we would attempt to correct whatever it 
was that happened. 

Q And CAG sometimes had some complaints about 
little delays here and there as well, didn't they? 

A Little delays, yes. But generally, no, inso- 
far as the delays were concerned. We took care of them 
pretty well. 

Q As a matter of fact, this whole procedure was 
coordinated in regard to the key point, which was getting 
the bananas to the port when the ship came in, wasn't it? 

A Generally, yas. 

Q And both Standard and CAG advised you well in 
advance when the ship was coming in, didn't they? 


A . Yes. 
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Q And you don't know of any instance in 1960 or 


"61, do you, when Standard missed a boat with a shipment? 
A Missed a boat, no. Delay, perhaps, yes. 
Q Okav. 

Now, getting back to Defendant's Exhibit 467, 
that is a lettar that you wrote to Mr. Mc? mm, dated 
April 13, 1960, isn't it? (Handing) 

A it is a letter I wrote, yes. 


Q You stated in this letter, did you not, "So 


far, we have bsen able to move all of the Corpania Agricola 


and Standard West Coast bananas and the Fruit Company's 
East Coast bananas without widue delave.* 

That was a fact, was it not? 
A I stated it anc it wa a fact. 

THE COURT: What was the date of it? 

MR. KLINGSBERG: April i3. 

THE COURT: What year? 

MR. KLINGSBERG: 1960. 
Q And that referred ne the March shipments, 
where there were 619 CAG stems, and the first part of 
April, where they had 809 stems, is that right? 
: A Yes, sir. This letter was written before 


the 809 cars were moved. 


Q Right. And it also says, you wrote in Defendant': 
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2 Exhibit 467: 
3 | "Fortunately from a car standpoint, but un- 
4 | fortunately from a revenue standpoint, the Standard Fruit 
5 . Company cannot schedule any cuts between April 12 and 
6 18, evidently to bring up to grade." 
7 | That was an effect, wesn't it? 
8 A Yes. 
se Q To bring up to grade, what does that mean? 
10 A It means that perhaps due to cold weather, 


| 

n | perhaps due to replanting and so forth, the period wasn't 
| 
{ 


12 right for the bananas to be completely ripe and ready 
13 : for shipment. 

is So in cases of this kind, when they brought 
| the grade up, as any company would, instead of--if they 
6 , made an estimate--we'll say, a hypothetical case, they 
nv} were going to ship a hundred thousend stems this week, 
8 | 


if they got cold weather, the bananas wouldn't mature, 
and so tev ‘ould cut down their shipments; they would 
wait a little bit later and they had matured. 

a Now, in 1961, assuming our figures are accurite, 
in March you had approximately the same amount of stems 
shipped in 1961 as 1960, and specifically 619 stems in 


1950 and 634 stems in 1961. 


“Do you see that? 
‘ ~\ 
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A Yes, sir. 

Q Doss that refres th your recollection that the 
March shipments were abcut the same in those .two YOars? 

A Yes, sir. 


MR. LEWITTES: That's in thousands, Mr 


Klingsberg? 


MR. KLINGSBERG: In thousands, yes. I am 


Q Does this document also refresh your recollec- 


MH | tion that in April and May the shipnents in 1961 were sub- 
{ 
| 


Stantially less than in 1860? 


{ 
| : 
13 | A According to this report, yes, sir. 


1 |} ) Q And, as a matter of fact, 1960 was an unusual 
15 year for production, wasn't it? 

6 | A Well, I don't know that it was unusual. z 

17  .elieve 


from memory we shipped a few more stems that year 


i8 than we did the year before. Maybe I should say quite a 
a is 


few instaad of a few. 


__ 


2 Q You also stated, didn't you, in Defendant's 


Exhibit 467, in regard to the 1960: 


Outside of i aia an increased number of cars out of. the 


24 fruit carpsol for handling the bananas from all three 
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2 Was that a fact? 

3 A Whatever I said here was a fact. 

4 | Q And your conclusion was: 

5 | “Every one here is giving ths required atten- 
tion to these heavy fruit movements and everything possib 


| will be done to mova all of the bananas with the least 
8 possible delay, if any." 
' This was your policy, wasn't it? 


10 : A Oh, yes. Generally, yes. 


(A Ot 


23 
24 
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Q You testified, at transcript 53, in regard to 
the 100 cars, "they were sent over perhaps six or eisht 
moaths before that and now due to an increase in movement 
reported, we considered we should have them back.” 

Now, as indicated right on the face of PX 112, 


the cars wera sent to Panama in April 1956, weren't they? 


A As of this date, yes. 

Q You have no reason to challenge that, do you? 
A ‘No, sir. 

Q Now, you knew, did you not, that CAG was obli- 


gated under the terms of its contract with IRCA to offer 


IRCA the opportu -“y to purchase the cars before removing 


A I believe so, yes. 


Ve 
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And that offer was in fact made, wasn't it? 

For these cars in 19562 

Q Yes, sir. It doesn't say so in this document. 
I am just asking you. 

A Would you mind repeating it, please? 

A I. say, pursuant to the terms of the contract 
before the cars were removed from the country, IRCA was 
offered the Opportunity to buy them and IRCA said it didn't 
want to buy them in 1956, isn't that what happened? 

A I don't know as it did. 

Q You don't know anvthing about that? 

A May I refresh my memory? Do you have anything 
to refresh my momory on it? That has been quite a while 
ago. 

As I recall this thing just on the face of it . 
now, the cars belonged to the United Fruit Company, and 
they wanted them and they said they wanted them, so we 
gave them to them. But there might be some special sat 
cumstance about which I perhaps don't seueubee. 

Q It is also a fact when the cars were removed 
from Guatemala, Special brakes were used to make the 
Passage up and down the mountains were removed from these 


cars. 


MR. BENDER: Your Honor, I object to the word 


° 
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THE COURT: 

Yes. 

Those cars that went on to Panama, I believe it 
was, they removed the air brake equipment from them in 
Bananera. 

Q That was én expensive proposition, wasn't it? 


Well, it cost something. 


A 
Q It would have been expensive to put them back? 
A 


A littlermre expensive to put them back than to 
remove them, yes. 

Q The air brakes were purchased by IRCA and used 
aS spares on other fruit carg in Guatemala, were they not? 

A As I recali it, yes. 

Q By the tim: you were asked for the return of the 
cars in 1959, you were certain that any of this air brake 
equipment remained available to be put back or had it all 
be used as spares on other cars? 

A Some had been used, that I know, but whether 
all of it had been used, I couldn't say. 

Q Do you remember a dispute which you had running 
at this time with soma of the 7aG officials about whether | 
it would be more expensive to re-equip the cars with the 
air brakes or whether it would be cheaper, instead of 
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having more cars, send deadhead crews with emoty cars out 
to the plantations in Tiquisate. 
MR. BENDER: Objection. It assumes there was a 
dispute, your Honor. 
THE COURT: Overruled. 
A : Gon‘'t remember having a dispute with anyone 


down there. 


Q Do you remember a discussion of that subject? 
A We talked about it but no dispute, 

Q What was your position? 

A On what? 

Q On that subject? 

A Cn what subject? 


Q The subject I just mentioned. 

A Could you pinpoint it a little closer, please, 
sir? 

Q | Yes, about the relative costs of your running 
deadhead crevs with empty cars 2s compared with the cost 
of getting these cars from Panama, paying for the trans- 
portation and all thase other things. 

A Well, that perhaps has more than one angle to 
it. 

If we were going to get the cars back--this is 


hypothetical--I suppose that the United Fruit Company 
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would have made any expenditures and done any work necesgarv 
to return them to us in the same condition that we 

raturned them to them. 

So, insofar as the expense to IRCA is concernad, 

with regard to daadheading crews because of this, I remember 
something slightly to that extent, but I don't recall at 
all--maybe you can refresh my memory with something in 
wiiting--but any such deadhead expense of train crews 

would have been for the account of the International 
Railways. 

Q What does that mean, deadheading crews? 

A That's sending crews out without working to a 
certain destination where they were to take over their 
train and operate it. They weren't working. That's calicd 
deadhead, riding a cushion. 

Q You testified, sir, at the bottom of page 79, 
and the top of page 80: 

"Question. Mr. Haase, were there any shippers 
that were considered to be independents in 1961] that you 
now recall other than Standard Fruit Company?’ 

"Answer. No, I Con't recall any. 


"Question. How about in 1960, do you recall 


“Answer. I believe there were some then, yes." 
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I shew you Plaintiff's Exhibit 1396 for iden- 
tification, and that's the document which you identified 
as being written by Nr. Brennan in 1964. Do you remember 
that? 
I ask if that refreshes your recollection as 
to the number of cars which were shipped by exporters 
other than Standard Fruit Company in the year 1960? 
THE COURT: What number is that, Mr. Klingsberg? 
MR.KLINGSBERG: 1396. 
THE COURT: Do you have that? 
MR. KLINGSBERG: A Plaintiff's exhibit for iden~ 
tification. 
ry This is not a very clear report, but from what 
I can see here, where it says “other exporters,* I don't 
Suppose that includes Standard because I don't see-- 
THE COURT: Doesn't include what? I don't 
hear you. 


THE WITNESS: It doesn't include Standard. 


Apparently up on the top there is something that says 


Standard, and where it says “other exporters" it would be 
independsnts and according to this report, there were a 
few cars Shipped in 1960 ana 1962, but very few. 

Q How many in '62? 


A 1962, as I see, there are three cars. 
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Q Do you know the names of the other exporters 


And 1960? 

Thirty. 

And 1959? 

Eleven cars. 

Anything between 1955 and 19597 
This report doesn't so indicate it. 
1954? 


Three cars. 


who shipped the three cars in 1962? 

A At this time, no, sir. 

Q Do you know the names of the exporters who 
shipped the thirty cars in 1560? 

A No, sir. Same reply to 1962. 

Q Bo you know whether those shipments came from 
soma banana farmer who had an associate producer arrange- 
ment with CAG or United or Standard? 

A IT don't know what arrangements they had, but 
if they were other exporters-- 

Q Don't speculate. Just tell us if you know. 

A Well, I need to explain to give you an answer 


as best I sce it. 
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Oo Rll right. 

A If it was purchased fruit by the Compania Agricola 
it would be under Compania Agricola's shipments. If it was 
purchased and handled by Standard it would ke included in 
theirs. So according to this report, these were 
ehippers other than Ccmpania Agricola or Standard. 

9] Do you know if they were banana farmers who had 
arrangements with Compania Agricola or Standard or United 
who had a faw extra bananas leZt over? 

A No, that I couldn't say, sir. 

re) Ro you know if these were coffee growers that 
used banana trees as a side line to shade ths coffee? 

A I don't know. I suspect some of them were. 

fe] Do you know whether these carloads were exported 
to the United Sta:es or to Europe? 

A Zt am guessing -- 

OQ Don't guess. I am asking you if you know as a matte': | 
of fact. You are testifying under oath. 

A To the best of my kncwledge, they were shipped 
to the States. 

9 But you don't actually kuow, do you? 

A I don‘t icznow. 

‘e) There wore many bananas shipped from Guatemala 
to Eucope, weren't thare? 
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A Insofar as I know, not by the independents, 


| Mot these smail shippers. 


1 " 


os” e) Sut you have no actual knowldge of where these 


. 


| particular shipments went in those years that are listed? 


A Destination, exact destination, no, sir. 
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o It is a fact,is it not, that even before Acric ola 
closed its plantaticn, trucks were moving most of the cotto 
which was grown in that area? 


A That is true, as I recollect, 


Oo And the cotton growers preferred to shin by truzi: 


because it was cheaper? 

A And personal interest which they had in the 
cotton plantation as well as in the ownership of ths truce'cs 
and trucking companies, 

Oo It is also a fact, is it not, that much of the 
cotton grown in Guatomala was exported to Japan? 

A I wnderstand it was. 

0 And to the extent that the cotton was grown 
on the west coast end exported to Japan, a great deal of 
that was through the west coast ports of Guatemala, did 
it not? 


A Yee, sir. 
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8) Mr. Haass, you testi fied at transcript page 121, 
bottom, line 21. 


*O in the late 1950's, Mr. Haase, did the railroad 


investigate the possibility of purchasing diesel equipment? 


"A Yes. 


"O And did it carry out any plans in the late '50s 


2or the acquisition of diesel equipment for the Guatemala 


Glivision? 

"A Yes, sir. 

"O What did it do? 

"A We made an application to the Development %oan 
Fend, the Export-Import Ban and to AID. 

"O Was that just restricted to the late '50s or did 
they carry forward into the ‘60? 

"A I believe that cii:ried into the '60s. 


"Q And was IRCA turned down by the Export-Import 
Bank? 


"A Yes, by all three of them." 


Did you handle any of these negotiations yourself? 


A Yes, sir. 


Oo Isn't it a fact that Development Loan Fund is part 


of AID? 


A I think I said that, but I am not sure that it is. 


I went to the Development Loan Pund called the DLF and I went 
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to the imsort-Export Bunk, but I did not go to AID as such. 


re) But you know that the Development Loan Pund 
4s in fact conazeted with AID? . 

A It might be, but I understand that Mr. Chalk 
went to AID but didn't go to DLF, the Development Loan 
Fund. So he evidently went to another branch, 

‘e] You said there was a turndown by all three of 
them. Do you know what happened in connection with Mr. 
Cahlk's negotiation* with AID? 

A No, six. He made a report I believe it was 
to a stockholders’ meeting, which is a matter of reco * 
end decuzments here, that he was very mhappy about 
AID dragging their feet and not coming through with the loan, 
etc., that's all I know about it. 

oO Do you know in point of fact -« withdrew his 
application from AID before tey rvled on it? 

A No, sir, I don't know whether he withdrew it or they; 
turned him dewn later than that. 

Oo You don’t know one way or another? 

A No, but he told me he wasn't going to get it. 

Q Then you would correct your testimony about a turn- 
Gown by all three of them? 

MR. BENDER: I object, your Honor. 


THE COURT: Overruled. 
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He told ma that we weren't going to get them. 


Put you doa't knew in fact whether he withdrew 


it or whether AID ruled on it? 


| A No. I corract it to that extent. 

6 oO Did you make certain pstitions to the : Guatemalan 
7 government in order to gst their approval for the AID loan? | 
8 A Yes, sir. ) 

9 


0 I would like to show you Dx 340, whicl has been 


1 
| 
10 | marked in evidance, which contains & newspaper article. | 
nN What newspaper is thet? 
12 A La Prensa. 
3 | te) Is it a fact in or about the middle of 1963 you 
4 | were negotiating with the Guatemalan government in oider 
15 : to get approval from thom in order to acquire 50 diesel 
7 locomotives? 
A Yes, sir. It is around that area. '63 I believe 
: By) it was, yes, we were doing it. 
9 re) And you filed a petition with the gove:nment, dit! 
20 { you not? 
21 A Yes, sir. 
74 Q And the government rejected your petitiur, did 
37 se not? 
2 eo There are two angles to that. One was a guarantee 
z 


and the other was aporoval, simple approval. The simple 
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approval wa got. Wa didn't got the guarantee, as I recall 
it. 

Do you know what this refers to where it says: 

"The City Council unanimously resolved to 
refuse IRCA's presurption"? 

It might be a mistranslation. 

This is a translation and it is not a good one. 

Do you read Spanish? 

A I do. 

fe] In connection with your petition, did you ask 
for certain changas in your labor agresment which are 
reflected in this exhibit? 

A We asked for certain consideration with regard 
to pensions and severance, I believe. I don't remembsr tic 
details but we asked for some certain considerations 
with labor. 

Q Was that granted or rejected? 

A Inasmuch as os didn't ge%: the guarantee, the 
rest naturally fell by the wayside. 

Q You asked for aboliton of the reduction of 25 
per cent in the wharfage fees and inmorts to Matias de 
Galvez, did you not? 

A I belisve we did, yes. 


Q Is that part of what fell by the wayside or was 


that rajected? 
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A Yes, sir. | 

ie) And did you aiso ask the Guatemalan government to 
authorize the railroad connection between the principal 


! 
lines and the refinery in Guatemala? | 
A I méyht have included it in that. I couldn't ; 

! 


say for sure now. 

Q Did you also ask the Guatemalan government that 
where possible roads that are projected should be laid -—- 
that road should not be parallel to the railroad tracks? 

A I believe we brought that up, yes. 

Oo Did that fall by the wayside? 

A Well, there was no answer to it. 

oO This matter came up again in 1964, did it not? 

I show you the newspaper article, Defendant's 
Exhibit 3$2. What newspaper is that? 

A lmparcial. 

fe) This contains translations of two articles and 
the first one refers to the fact that director Haase 
hopes that finally the negotiation will reach accord. 

Does that refresh your recollectica that in 
1964 this matter came up again? 

A I believe it did, yes. 

Q It is a fact that you petitioned this tima 
in regard to obtaining 28 diesel locomotives? 
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A Yes, six, I bslieve that is a correct number. | 

fe) And in ycur patition, did you explain all the 
acvantages to the rails6ad and all pm the advantages to 
Guatemala that you thovght it would have if the government 


acted favorably on your petition? 


A Yes, sir, and it was approved by all, I understand, 
with the exception of ons minister. 


re) And that was the Minister of Economics, is that 


corract? ; 

A I believe it was the Minister of Economics to 
whom the postition had to go for approval of the guarantees, 
but I believe it was the representative of the Department 
of Commerca who was in on this group who had to decide 
whether to approve it or not, and he was the only one, I 
think. I don't think at this. moment it was the Minister 
of Economics. 

te) Did the Minister of Economics anmzounce the 
rejection of the pstition on the ground that all of his grou 
had not approved it? 

A I balieve so. He was the spokesman. 

Q Do you romember the grounds of the rejection of 
the petition by ths Minister of Esonomics? 
| “7 A As I recall it, one of the principal reasons for 


“7 | denying it cn the part of this Commerce Departnent repre- 
7 > 
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sentative was that wa wera going to make so ruch money 
that we would have to buy doliar exchange and sond it out 
of the country and he considarcd that would be against the 
economy of Guatemala. 
Kowever, that was opposed by many people in the 

country, including the manager of Inparcial who wrote 
this article. 

fe) Do you remembsr the Minister of Ecomonics announciny 
‘2 words or substance that the investment which the IRCA 
prepes)es wili cause a dscapitalization in the national 
economy inasmuch as the company will manags a considerable 
reduction in cost of opsration which will be translated into 
Ba increase in profits, increasing the amount of holdings to 
Sxport? : 

A He said it in differant words, but he and I have 


said the same thing. 


7 


‘ 
> 
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grams, which you said do refresh your recollection,refresh 
your recollection as to? 

A There are two points here, sir. The first point 
and that point is covered by the first two cables, and 
that is the importation--the movement of diesel oil from 
the Port of San Jose, not Concspcion, to Tiquisate, and 
they wanted to know whether they could build a diesel 
oil deposit tank and buy a piece of land in San Jose. 

The other point which only arises in the third 


one, the third cable, which also covers the first point, 


certain rate from San Jose. 
Mr. Armstrong, the then president of the rail- 


road, said yes. So he comes back in the third one and 
says, “Fine." e, 

He sent this one to Heyl, who was the manacer 
of the Fruit Company at Bananera, and told him that he had 
had this crossing of cables and that they had reached 
an arrangement and he was happy about it and put it into 
effect, words to that effect, and then he brings up the 
Port of Concepcion, it would make it unnecessary, our 


installation at Concepcion. That is the only time it was 


brought up. Zs 


whether bringing it into San Jose, Mr. Pollan wanted a 


Q I take it that you personally did not participa 


5 | 
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in the nesctiation of these rates and contracts on the 
fusl oil? 

A I did not. 

Q In regard to your testimony as to whether the 
published tarifiwas higher or lower in certain later years 
than the rate which CAG was paying on diesel fel oil and 
taking into account all the rate reductions you were telliny 
us about yesterday, you would concede, would you not, we 
ought to check the tariff rather than rely on your recol- 
lection? me Lae 

MR. BENDER: I object, your Honor. That calis 
for a conclusion. 
THE @URT: Overruled. a 


A I remember that there was a considerable dif- 


their diesei oil from San Jase to Tiquisats and from 
Puerto Barrios t Tiquisate and from Puerto Barrios to 
Tiquisate as compared to the published tariff. 

Now, just exactly what the published tariff 
was, I can't give you the figures, but I do know that it 
was considerably more. =a 


Q You can’t give us the figures-for any particu- 


ler yezr, can you? 


feronce in the rates charged to Compania Agricola for 


A No, sir, I can't. I know. they were higher. 
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Q And you can't gay for certain, can you, that 
it was actvally more or less in every year thet you were 
with the company in light of all the rate reductions that 
you were telling us about yesterday? 
A It was for many years, but when I left, I 


couldn't say right now. 
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THS COURT: Eut it is all very vegue to m:, Mr. 


Kaase. You said before, as I understood you, that there 
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nevar was a delay of more than 48 hours, thac¢ Standard 
neyer missed a ship, that as far as you know thore had 
never becn any damage to Standard. Was I wrong wien I heard 
that testimony? 

THE WITNESS: No, sir. This was very true. But 
what we are explaining now is izhat equipment was used, 

THE COURT: I understand. But I'm trying tu 
determine the relevance of it. Eut the bottom lins, the -. 
nitty gritty, as we say -- and if I am wrong eorrec:: ma, 

cause this may become important -- is that as far as you 
know there was no dzmage to Standard, the competitor of 
United, by virtue of your railroad practices in IRCA. Is 
that a correct statemont? 
A That is tru2. If thors was any damage, it wes 
very little. 

THE COURT: Let me turn it eround and ask vou, 
was there any damage to IRCA by virtue of this preference that 
you gave? 


THE WITNZSS: No, sir. 
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THE COURT: And was there ever a time when you didnt 
have enough cars so that you lost the differential bacause 


you didn't have enough cars? 


THE WITNESS: We never, as I recall it, really lost 


a shipment. We had to delay it sometimes. 


| 
| 
| 
| 
: 
i 
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RICHARD RONDANINA, called as a 
witness by ths plaintiff, being first duly sworn, 
testified as follows: 
DIRECT EXAMINATION 
BY MR. BENDER: 
@) Mr. Rondanina, what is your present employment? 
A Currentiy I'm employed as an accountant with Loeb 
Rhoades & Co. 
THE COURT: You had better speak louder. 
Oo And on a part time basis are you also employed by 


International Railways of Central America? ; 


A Yes, I an. 

Oo What is your position on a part time basis with 
IRCA? 

A I do part time eccounting for them. 

‘@) And prior to your present full employment, were 


you employed by IRCA? 


A Yes, I was. 

8) in what capacity? 

A When I left their enpicy, I was treasurer of the 
company. 


Oo And when was that? 
A I left in April of 1971, 
) And you were treasurer of IRCA until prior to 
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April of '71 for what period of time? Commencing as of what 
date? 

A I think it was approximately 1966 or ‘67. I don't 
know the exact date that I was appointed # treasurer. 

0 And before your appointment as treasurer, what 
was your position with IRCA? 

A I was an assistant treasurer. 

ie) And that commenced as of what date? 

A That commenced in October of 1962. 

°o And was that your first employment with IRCA, 
October of '62? 

A No. April lst of 1962 I was first employed by the 
company. 

oO In what capacity? 

rN No specific capecity. I was just there to replace 
the assistant treasurer, who did retire in October. 

0] Now, before April of '62, what was your employment? 

A I was emoloyed by Peat Marwick Mitchell ¢ Company , 
certified public accounting outfit. 

ie) And were they the accoun=tants for IRCA? 

A Yes, they were. 


9] And while you were at Peat Marwick, did you work 


, on the IRCA account? 


A Yes. I worked on the IRCA acca mt in connection 
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with the Ripley trial. 
oO nd how long were you at Peat Marwick? 


A I was employed with Peat Marwick from September 


1953 wntil April 19¢€2. 
oO And ‘your capacity ~- 
THE COURT: What was the beginning date? 
THE WITNESS: September 1953. 


THE COURT: You worked on IRCA from September '53? 


THE WITNESS: No. I was employed with them. 


THE COURT: When did you start working on IRCA motte: 


ee: 


THE WITNESS: I don't know the exact date, but that 
is in connection with auditing damages that were awarded in 


connection with the Ripley suit. At various times I was in 


and out. 

0 And while employed at Peat Marwi:k, were you an 
accountant? 

A Yes, I was. 


Oo Are you a certified public accountant? 


A No, I'm not certified. 
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At this point he has no position with the company. 
oO When wes the last time he held a position? 
A He heid a position up to the point that Mr. Weber 
was elected, which was in November of 1973. 
Oo And what was Mr. Yeager's position at that time? 
A He was presicent and chairman of the board. 
3) And how long had Mr. Yeager heid that position? 
A Weil, from the point -- from the time that the 


saillroad was solid by -~ Transcaribbean Airways sold its 


jntevests in the railroad, which was, I don't recall exactly, 


prohably ‘66, ‘67, sciaewhe:e in there. 

Ss) Can you teli us the reason that Mr. Yeager 
resigned his position Just prier to going to trial in the 
cass? 


. 


A I don't know, Probably health reasons. He didn't 


Oo Did Mr. Yeecqer cwn shaves in the IRCA? 
A Yes. 
o And Go you ki.cw whether there was any corporation 


which owned shares of IRCA in which Mr. Yeager had an interest!? 


A No. I don‘t know. 


MR. KLINGSBERG: Thank you. 


! 
| 
| 
| 
| 
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REDIRECT EXAMINATION 
BY MR. BENDER: 

° isn't it a fact, Mr, Rondanina, that Louis Yeager 
is still a director today? 

A Yes, he is. 

‘@) So you misspoke yourself before when you said 
he was not, is that right? You didn't intend -— 

THE COURT: Never mind. I understand it. He is 

not chaizman, he is not president, but he is a director. 


MR. BENDER: He is a director, your Honor. 


MORTIMER cur 2B, called as a witness by the 
plaintiff, being first duly sworn, testified as follows: 

DIRECT EXAMINATION 

BY MR. BENDER: 


6) Mc. Cure, where do you now reside? 


A in Weston, West Virginia. 


What is the address, please? 
THE COURT: He stated it. Weston, West Virginia. 
Mr. Cure, do you now have any affiliation with 
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the xallroad? 


I am retired from the railroad. 
And when did you retire? 

June 30, i971. 

And are you on a pension? 

Yes. 


Now, at the time of your retirement, what was your 


position with the railroad? 


Executive vice-president. 

Did you ever work for the United Fruit Company? 
Yes. 

Aad at what position and when? 


I workad for the United Fruit Company from 1929 


to 1934 in various positions, as a field engineer in various 


In what cowtry? 
Honduras, 


bid there com> a time when you were offered a posi- 
y Pp 


tion by IRCA? 


Yes, sir. 

And what was that offer? 

To gc to Cuatemale to work as a road master. 
And in what year westhat? 

The fall of 1934, 
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And was that for the Guatemala Division? 


A Originally it was, and I originally went to the 


Salvador Divieion and then was moved to Guatemala within a 


month, 


with respect to your acceptance of thac 


He is a prefessional engineer, 


in the Gustemela Division? 


IRCA? 


super 


.?) Would that har 


Oo Did United Pruit Company make any recommendation 


offer from IRCA? 
A No, six, not officially. 
0 Unofficially dia they? 
A Unefficiaily. 
MR. KLINGS3EPG: I object. 
THE COURT: 


I doa’t know what difference it makes, 


0 From 1934 to 1240, what was your position with IRca? 


| 
| 
| 
| 
| 


A AS 2a road master, 


oO From Novemoer of "342 to 


1940, was that road mzster 


| 
i 


A Yee; sir, 


9) And in 1949 to '41 what was your position with 


A i was in Salvador as a general superintendent -- 


intendent and then later general superintendent. 


TRE COURT: In what? 


THE WITNZ £53 2 Salvador, 


fa included superintendence of mainten-' 


=~ 


: 


| 
| 
| 


f 
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ance of weigh and transportation departments? 

A Yes. 

Qo And in 1941 to 1944 were you not in the service 
of IRCA? 

A I was not. 

re] And did you return to the railroad in March of 1944 

A Yes, sir. 

O And was that with the Guatemala Division? 

A Originally, yes, sir. 

fe) And in May of °44 did you go to Salvador as the 
general superintendent? 

A Yes, sir. 

re) And from '49 to '63 were you the manager of the 
Salvador Division? 

A Yes, sir. 

Oo In December of ‘63 did youcome to Guatemala? 

A On a part time basis, yes. I was working in both 
divisions. 

Q You were working in both divisions. And what was 
your title in ‘63? 

A Vice~president of operations. 

Oo And where did you liva? 

a In Salvador. 


‘¢] And then what was your next job in IRCA? 
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A Well, executive vice-president. 


ce) Well, before you were executive vice-president, were 


ou the vice-presi‘ient and general manager of both divisions 
g 


in about May of '65? 

A Yes, Iwas. That's true. 

Q Now, from Dacember of ‘63 until May of °'65, 
who did you report io? 

A To Mr. Haase. 

19) And you tastified you became ths executive vica- 

Was that sometime in 1966? 

Oy That was in *65, I bslieve. No, it was '66. You 
are right. 

0 And did you stay in that position until you 
retired? 

A Yes, sir. 


Oo And that was in 1971. 
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9) Do you recall in January, 1968, the SMAF, the raii- 
road union, commenced another strike against IRCA‘s Cperabicn: 
because they didn't pay ths Christmas bonus at the ex of 
1967? ‘ 

A Right. 

.¢) And do you recall at that time that the Goversnrcnt: 
threatened to cancel the Yailroad's franchise if it 


didn't end the strike and ascums normal operations 


A I do not recall a formal threat to that sffect. 
There were newspaper accounts of that type. 

The question is did somathing in the 
political atmosphere induce you to grand the demands of 
the wnion which you otherwise might not hava granted? 

THE WITNESS: Yes, but not directly threats to 
cancel the franchise, your Honor. 
ie) The government was carrying on a press campaign 
against IRCA, was it not? 
A t was ied to believe that, yes, siz. 
Q And the union supported the government, did it 
net, in commection with the threats in the press of 


Canceliing the raiiroad's franchise? 


SGRE, 7, FL. 1GUO7 


A 1636 


Cure - cross 557 


In its demands against the railroad, yes, 


re] The union was interested in the Government cancell 


the failroad's fravchise, wasn't it? 


A 


That would seem to be apparent at that time. 


o Did IRCA seek to borrow money at this time in 


order to cover some of its debt? 


THE COURT: At what time? 


MR. KLINGSBERG: In or about January, 1968? 


THE WITNESS: Yes, sir. 
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@) And to whom was that application made? 

A Well, we attempted to borrow money from the 
government. 

THE COURT: Which government? 
THE WITNESS: The Guatemalar sverament. 

°o Did the union oppose the go. mment’s granting the 
application for the loan? 

A I don't recall Clearly whether they objected to it 
or not. They were interested in getting their money. 

oO I show you @ document, Defendant's Exhibit 448 for 
identification, which contains a translation of a newspaper 
article, from El In, arcial, Guatemala, datec .anuary 12, 
1968, 

It refers to the fact that the Secretary-General 
of SAMF indicated that the workers had unanimously rejected 


the formula proposed by the government for advancing the 


sum Of 600,000 quetzals for payment of part of the wages 


owed them. 

Do you recali that incident? 

MR. BENDER: Your Honor, I object to Mr. Klingsberg 
reading something into the record which is not in evidence. 
I don't think that is a proper procedure. 

THE COURT: ‘That is a good objection. 

fe] I just show this portion of the translation 
TORRY STRICT COURT REPORTERS 
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and ask if that refreshes your recollection in regard to 
the position which the union was taking at this time in 
regard to the government helping out the railroad. 

A To the union's opposition to the government help- 
ing the railroad? Yes, it does. As to the sums involved, 
I cannot testify. 

Q What was the union's position in regard to the 
ment helping out the railroad? 

A They wanted the government to take over the rail- 
road, as I understand it, 

Oo Now, in approximately February 1968 were you part 
of a mixed commission appointed by the government to study 
the IRCA problem? 

A Yes, sir. 

oO I show you Plazinti £'s Exhibit 306 in evidence 
and ask you if you joined in the proposals of the mixed 
Commission which are listed in this document. 

A Yes. 

Qo Bow, one of the recommendations was that IRCA 
should sell its properties which are not indispensible 
to its proper operaticn,. 

What properties did you have in mind? 
4 A property called Pamplona and a property called 
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Gerona and a property at Barrios and portions of the 
property in the Guatemala yards, the objective being to 
move some of the Guatemalan installations to enother place 
Called Zacapa, and that would make this high-priced real 
in the city of Guatemala available for sale. 

Q And you expected to get the equivalent of six mill 
dollars if you could make those sales, is that correct? 

A That is right, at that time. 

Q And did you need the approval of the government 
te engage in that sale of property? 

A Well, the government could have blocked the 


sale, let me put it that way, by refusing to register the 


deed. 

0 So that IRCA was not going ahead wich this sale be 
cause it didn't have government approval. 

Without having government approval we would not. 
And you didn't get government approval, did you? 
Not in my time. 

MR. BENDER: I didn't hear that answer. 

THE WITWESS: I say not at that time. 

° Now, another recommendation in which you joined 
was that the goveri.sent use its good offices so that the 
IRCA may secure credits for new locomotives, car rails, et 
cetera. 
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Did the Goves.ment do that? 
No, sir. 

o Why was that an impertant factor in IRCA solving 
its problem? 

A Because we needed to buy that material on long ters 
credit, and if the government would refuse to endorse it 
we couldn't obtain that type of financing. 

oO Now, it also states that, "The fellowing are 
considered indispensible: ‘The installation of the Customs 
House at Puerto Barrios away from the pier so as to provide 
free access." 

Why was that indispensible? 

A Because the Customs House blocked part of the 
pier in Barrios, and we considered it indispensible to have 
free access to the pier and to the Customs House. 

Q And did the government allow you to do thai? 

A No. 

Q The next indispensible item is the construction and 
use of a spur track to Matias de Galvez. Why was that 
indispensibie? 


A 80 we would have access to the port of Matias 


de Gulvez and also have access to an oil refinery which was 

built alongside of it, along the site of the proposed spur. 

° Did the government permit you to get either rail 
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access to Matias de Galvez or access to this refinery? 


A 
this. 


0 


That work was started later, not as a result of 


You mean it was started after the government took 


over the railroad? 


A 


ie) 


Right. 
The government wouldn't let you do it, 


they took over they did it themselves. 


AB 


Fx 


That was more or less correct. 
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Q Now, the next indispensable item is the increase 
of wharfage rates at both ports to the rates formerly 


charged. 


Why was that indispensable? 


A Matias de Galvez had cut their rates very low, 
and we considered at that time that the rates were too low 
to make a reasonable profit on some items. 


THE COURT: What rates are those? The wharfage 


rates. 
A The wharfage rates, your Honor. 
Q Then, it refers to @ recommendation that th» 


Government interpose its best efforts to procure the termina~ 
tion of labor contracts of the workers that as the result 


of the reorganization are no longer required. 


Did the Government do that for you? 

A Not at that time. 

Q The Government did that after it took over the 
railroad itself? 

B They did sore. They helped us some a*ter they 
loaned us money, not as a result of this particulur docu- 
ment. And they did much more after they took over the 
railroad. 

Q Again, in or about Sinisa or February 1968, the 
Government appointed an Interventor, or Intervenor, is that 
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An interventor. 
They call it interventor? 
Yes, 
And did you regard that as an action with due 
process of law? 
A I don't recall all the datails in connection with 
the naming of that Interventor. 


Q Didn't you say, in Defendant's Exhibit 481 in 


evidence, that this was an arbitrary action before due pro- 


cess of law was complied with? (Handing) 

A Yes, sir. 

Q And wasn’t that a fact? 

A That was a fact at that time. 

Q And who was the Interventor? Was that Mr. Paiz-- 
how do you peonounce that? 

A P-oO-t-i-l-l-o0 P-a-i-z? 

Q Yes. 

A If you give me a piece of paper, I'll give you 
his full name. He has two zurnames. (Writing) 

Q And what was this gentleman's attitude toward the 
railroad, towards the IRCA? 

MR. BENDER: I object, your Honor, "What was his 


attitude." 
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THE COURT: Sustained. 


Find out first how long he was there, what were | 


the dates. «nd se on 
3 Q When was Mr. Paiz appointed, approximately? 
A Early '68, I beliave, 
Q And how long did he remain as the Interventor? 
A 4s I recall, he was there for a period of two to 


three months. 


Q What were his duties at that time? 


i didn't understand the question, please, sir. 


Q What did he do during the period he was Inter- 
ventor? 

A Principally controlled income and disbursements. 

Q What particular actions, if any, did he take? 

A By controlling the payroll schedules, payments. 


THE COURT: Did he sign checks? 
A He co-signed. 
Q Now, did Mr. Paiz pay this Christmas bonus which 
you felt you weren't lawfully required to pay because the 


railroad wasn't making money? 


~ 


2 A I don’t recall that he was involved in that bonus 
question. There was another Interventor that was involved 
in '65 or '66. But I don't recall that mr. Paiz was directly 


involved in a bonus question or not. 
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Q What was the reason why you wrote to Mr. Yaeger 
in Defendant's Exhibit 483 in evidence that Mr. Paiz was 
active in union activities during the Arbenz Administration, 
was definitely anti company and anti-u. s. inhis political 
orientation? 
A That's what I felt that he was. 


Q Did he take any actions to reflect his attitude? 


A Well, his attitude was generally belligerent, 


shall we say. 
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I show you PX 248 and refer you to the bottom of 
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page 1 and the top of the second page and ask if that 
refreshes your recoliection. 
COURT: What exhibit number is that? 
KLINGSBERG: Plaintiff's Exhibit 248 for iden- 
tification. 
THE COURT: Do you have a copy for me? 
MR. KLINGSBERG: Yes, sir. 
A This is a letter Mr. Yaeger wrote to the president 
of Guatemala, right? 
Q Yes. 
A f agree with his statement there. 
that it was the union who was in 
reality responsible for the state of events as regards IRCA 
in Guatemala in November, 1569? 


A At that time, yes, sir. 


wots GSN ENSTRICT 


THOMAS E. SUNDERLAND, calied as 

a witness by the defendant, having been first duly 

sworn by the Clerk of the Court, testified as follows: 
DIRECT EXAMINATION 
BY MR. KLINGSBERG: 

Q Mr. Sunderland, are you the president of the United 


Fruit Company? 


A I was. 
Q During what period of time? 
A From November lst of 1959 to--I later became 


chairman, but I was either president or chairman from 


November 1, 1953 to the summer of 19638. 


Q Now, prior to coming to United Fruit Company, 
l 

2 | what position did you hold? 

il A I was vice president and general counsel to 


Standard Oil of Indiana. 


‘ 


Q And prior to that, what was your position? 
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A Prior to that I had been a practicing lawyer in 
New York City. 

Q Did you ever hold any general counsel position 
with any other corporation? 

A Por a short time I was general counsel of a sub- 
Sidiary of Standard of Indiana before I became general coun- 
Sel of the parent company. Other than that, I've had no oth 
job 4s general counsel of a corporation. 

Q You are, are you not, a member of the bar of 
New York and other states and other courts? 

A tI am, 

Q What field did you specialize from the period tha 
you were both practicing law and also with Standard Oil? 

A I won't say there was any field I specialized in. 
In general practice I had a range of problems. 

Obviously wnen I went to a corporation my practic 
was pretty well limited to the type of legal problem that 
& corporetion has. In the course of those years I spent a 
goog deal of my tins in the antitrust field, if that's what 
you are referring to. 

Q Did you lecture in the antitrust field? 


A I did. 


Q And did you have anything particularly to do with 


the American Bar Association antitrust law section? 


(3 


~ 
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A I was one of the founders of that section. I 
appeared two or three times before the Board of Governors 
asking that the section be created and I was a member of 
its governing board for several years and I was Chairman of 
the Section for one or two years. 

Q Now, sir, would you tell the Court how it came 
about that you were hired as the president of the United 
Fruit Company? 

A The first contact I had was a telephone call when 
I was living in the Chicago area, a telephone call from a 
man in New York who asked if I would come in and see him the 
next time I was in New York, and I asked him why. 

The man I had known, when I knew him he was with 
United Steel Corporation. It developed he was with one of 
these executive recruiting agencies at the time and he wanted 
to ask me whether I would be interested in a position with 
the United Fruit Company. 

I did come to New York within a couple of weeks 
after his call and I did go in and see him. Up until that 
time I had never met, I did not know a single officer, 
director or employee of the United Fruit Company. 

Q What, if anything, were you told with regard to 
the reasons why the United Fruit Company was interested in 


you? 
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A I was toid that the United Fruit Company was in 
trouble, they thought they needed new management. They were 
looking for a man who had corporate management experience, 
who had legal experience, and in particular, one who had 
some antitrust experience. 
THE COURT: Who was the president at that time? 
WITNESS: Of United Pruit? 
COURT: Yes. 
WITNESS: A man named Redma.. 
THE COURT: Who was the chairman? 
THE WITNESS: A man named Gardner. 
Q Was it Mr. Gardner who told you this about the 
reasons wh-- the company was interested in you? 
A It came in several conversations, part of it from 
Mr. Gardner, part of this from this man Lawton Johnson, who 
was the man who had telephoned to me. 
Q Was there some particular event which sparked your 
decision to accept the appointment? 
A No. I took it under consideration. I spent quite 
a long time. 
I was not in the early stages in the least bit 
interested in going to the United Fruit Company, I was very 


happy where I was. I had some people in the fi»ancial world 


look into the company for me. They reported it was a company 
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that they thought needed new management, with a great deal 


of room fox improvement in much of what they were doing and a: 


| 


two or three or four mon"hs went by--I think it was at least 


that long, £ gave them a decision--I became more interested 


and I evertually said yes. 


| 
| 
Q in the course of making your decision, did you | 
; 
learn anything in or about the fall of 1959 concerning United! 
rruit's dividends? 
A While I was still considering it, I got a call 
from the chairman of the board telling me the ard had 
cacided to pass the dividend for that quarter and he hoped i 
that that would not adversely affect my consideration of 
whether or not te go to the company. My recollection was 
at that cell was in August ef 1359. 
Q When you arrived at the United Fruit Company, 


ZI take it you learned that there had been a consent decree 


entered into with the United States Government concerning 
Varicus antitrust matters? 
A I knew about the decree before then. In one of 


my annual reviews on develo ents in antitrust law, which 


OT ACNE tL A NE Nt ty a tt at 


I emnually gave at the American Bar Association meeting, I 
Giscussed that consent decree, little knowing that I would 


have to live with it. 


Q What, if any action, did you take when you arrive 
THER E RE IRTERS 
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or sevon thereafter, concarning United Pruit's compliancs 
with the decree? 

A Early in my term there, and as soon as Mr. Folsom 
became the general counsel, waich happened within a few 


weeks after T arrived, we put ovt one or two rather compre- 


hensive memoxanda to the organization, outlining tae decree, 


stressing the fact that it would ba complied with and urginc 
2 


everybody to study it and be prepared for discussions as to 
how it could best be implemented. 
@) Apart trom the decree, did you take any action 
assure that the company complied with the antitrust iews 
being Mr. Foiscm, cur seneral 
made it very clear in one or more menoranda 
co the crganization, that we ware goiag to take the antitrust 
aws very seriously, and Mr. Folsom made trips to ali of 
our inc. .allations outlining the need fer strict compliance, 
and it was ewphasized from the presidents office that we 


meant business. 
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Q Hr. Sunderland, when did you actualy start work 
on a full tine basis at the United Pruit Company's offices 
ia Boston? 

a Fail time was January 1, 1950. I spent three days 
a wook, sometimes four days a week, from Nowember ist 
through Decambsr 31, but I still had matters to cican up ia 
Chicago with the Standard Oii Compeny and I vas there at 
least one day a weak. 

0 Soon after you arrived, did you take a trio t 
the tzrepics? 

A I dia. 

Q 4u6 with whom did you teke this trip? 

A I recali the trip was in Janwary of 1960, and 
George Gardner, who wes our beard chairman, a man named 
Richazad Wichois, who was a practicing lawyer in Bosten on 
the board cf the United Fruit Company went with us. I 
believe thet was the group. 

MR. RLZHGSBERG: I would like to mark, please, 
as Exhibit 169-A for identification « map yRich we will 


wee for illustrative purposes, which was takon Zrom 


BAe NESE ME sep nd Me 
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tne 3355 anivsi report of the United Fruit Company. | ae 
iMatendent's Sahibit 169-A was marked for | 
igentificeation.} iis 
BR, RLINGSEERG: I will offer it in evidence. 
MR. BENDER: Where is it from? 
MR. RLEINGSSERG: The 1960 report of the ual 
report. 
BR. BENDER: I have no objection. 
THE COURT: Received. 
(Defendant's Exhibit 169-A was received in 
avidence., } : 
Q Mr. Sunderland, in connection with your trip, 
did you visit Tiquigate? 
A Ir did. 


Q As we go perhaps it might bs helpful if you 
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indicated the various areas on the map because we are going 
“ Gover soms of the other areas. 
Could you point out the Tiquisate area plantation? 
A The Tiyuisate is here on the western side of 
Guatemala. 
e Did you visit the east ‘neil of Bananera plantation? 
A Idadi4. That is opposite Tiquisate. 
Q What other plantations did you visit? 
A 
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ve 


gtrf 
Guatemala, then going to Bananera in Guatemala, then to 
Honduras, LaLina. We skipped the Bluefields area of 
Nicaragua and skip ed the Limon area in Costa Rica, went 
down to Almirante on the Atlantic side of Panama, then i 
across to Armuelies on the Pacific side of Panama, then to 
Golfito on the Pacific side of Costa Rica. 
We also want to Santa Marte in Colombia. 
We did not go to Quayaqguil, Ecuador at that time. 
Q With whom did you meet when you visited Tiquisate? | 
A Met with the manager, Mr. Van Diepen. : 
Q What did Mr. Van Diepen tell you at that time with 
regard to the condition of his plantations? 

MR. BENDER: I object, your Honor. 

TEE COURT: Overruled. 

A He outlined a rather sad case. The division 
was suffering from what we in the company called Panama | 
disease. It was an organism in the soil which attacked 
the roots of banana plants causing them to wither and saiiiciha 
dic. Patama Gigease was increasing in the Tiquisate area. 

He was having great trouble with blowdowns. The 
wind conditions in Tiquisate were producing blowdowns that 
were disturbing him greatly. And he was having problems 
with getting the fruit in good condition over to the 
Atiantic side cf Guatemala, where it was put on the ships 
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g Did Mr. Van Diepen tell you the reasons why there 


ee ee | 


was a problem of getting the fruit in good condition to the 


boat? 


Fearne Ee or 


A Yes. The preblem related to shipmei ts over the 
IRCA railroad. 

What had originall taken less than a day waz now 
taking more than two days. The trip was a rough one. The 
fruit started cat at treopical heat at sea level, the trains : 
went over the mountains in the middle of the Isthnus, 
where it was cold, went on down to sea level again where 
there was tropical heat and then were e:entually put -- 
the fruit was eventually put in the ship, and that variation ;{ 


in temperature was causing trouble because that frequently 


triggered the ripening mechanism of the banana and this 


caused problems in getting good quality fruit into the market 
THE COURT: Triggered the what mechanism? 
THS WITNESS: Ripening. 
Q As a result of what Mr. Van Diepen told you in 1960 
dia you throw up your hands and say you were going to 
Ciose Tiquisate at that point? 
A No, no. 
Q What was yoru reaction in response to this 
advice? 
33U TRERN OBTRICT COURT PEPORTERS 
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A The response was to see what we could do about 
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We discussed while I was there the possibility 


that boxing the fruit before being shipped across from 


» 
SFMT 


Ra. 


Tiquisate to Puerto Barrios, whether that would help and 


we decided we would try experimental shipments to see if it 


Fo ne a eT een 


would help. 


SI a 


Q Was there enything else that you decided to try 


| to see if the situation could be cured? 

Hf A Yes. They had found -- “they” being the division 
a4 management there in Tiquisate -- they had found a low growing 
ig sport —~ | 
ve | THE COURT: A low growing what? 


16 | THE WITNESS: Sport, which is a term for an cff~- 
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1& } shoot of a banana that doesn't act the way its parents did. 


er 


They found a sport of the Gros Michel banana 


which was a lower growing plant and a low growing plant 
obviously does not have the blowdown problems that the 3 
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plant does, and they had great hopes, which I encouraged, 


i 
9; 4m trying to develop the so-called cocog banana, which was 
oo} 
g2 }  .\wanted to develop the costes banana, see if that would give 
f 
o( | them a better record on the blowdown problem and I: 
i 
o || Certainly encouraged them. 
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the name applied to this sport of the Gros Michel, they 
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Q And did you authorize planting of these cocos 
bananas? 

A Yes. They were -- they had already started, but 
I encouraged that it be continued, yes. 

Q Did Mr. Van Diepen teil you anything about the 


rainfall situation in Tiquisate? 


q Yes. He was having to irrigate. The rain/all 


was either not enovgh or not steady enough over the year 

to give him the woisture he needed for a crop over the year 
and he was irrigating, which, of course, was running up 

his costs ané he was well aware of the fact that this 

was an extra cost item. 

Q Had any improvements been instituted during the 
past several years in this regard? 

A Yes. They had started what was called undertree 
irrigation as distinguished from -- well, let me -- 
undertree irrigation, which was a low type of sprinkler that 
only sprinkled the ground around the plant as distinguished 
from a high level sprinkler under very heavy pressure which 
spread water over the tops of the planto in the area that 
the sprinkler would reach, ard it was found that this was 
more efficient and less costly. 

Q In your discussions with Mr, Van Diepen in 
1960, did vou consider any other {acome producing operations 

SOUTHERN DISTRICT COURT REPORTERS 


UMITED STATES COURT HOUSE 
FOLEY SQUARE, M.Y., M.¥. 10007 TELEPHONE: CORTLAMDT 7.4599 


‘ 


A 1660 
otrf 7 Sunderland - direct 674 
apart from bananas in connection with your future plans 
for this division? 

A We had heard of beef cattle in Guatemala at the 
time, They had originally been started because we had the 
problem of feeding our own employees without means to do it 
unless we grew our own beef, and I discussed with him 
the possibility of expanding that into a commercial operation 

Q Did you also consider any other means of obtaining 


some income for thie division in your discussions with Van 


eruetier 


Diepen? 

A We had extra land that we were not using and I 
think we had a brief discussion of perhaps selling some of 
that. I don't believe it was a major discussion, however. 

THE COURT: I am getting a little confused between 
the division itself and the Tiquisate plantation. Which 
have you been referring to? 

THE WITNESS: They are wynonymous. Everything 
I have said -- 

THE COURT: Relates to Tiquisate? 

THE &iiNESS: To Tiquisate and the Tiqu‘sate 
division. 

ce) There was a separate division on the east coast? 

AR On the east coast we calied it Bananera, that 


division as distinguished from the Tiquisate division. 
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HS COURT: When you say there was some extra land 
in the Tiquisate area? 
TSE WITNESS: Tiquisate. I am talking only of 
the Tiquisate at the moment. 
Q the Piquisate area was owned by a separate corpora- 
tion called CAG, or Compania Agricola de Guatemala? 
A That is correct. 


Q And the sast coast plantation was operated by the 
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United Fruit Company? 

MS That is correct. 

Q Did you leazn anything in your visit to Tiquisate 
about the cotton business in that area or in Guatemala? 

Es = learned there wag a cotton business in Guatemala, 
which I'm not sure I had kaown before I went, and I learned 
that people were making money from it. Cther than that I 
don't suppose I learned anything. 

Q Did you visit the eastern plantations of the 
United Fruit Company in the Bananera division? 

A I did. 

Q And with whom did you speak at that time? 

To Mr. DeLawder, who was then the manager at 
And what did Mr. DeLawder report to you? . 


Another sad tale about the woes of growing 
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He was bothered with Panama disease, he had had 


ware 


3 floods in the past that had not -- that had caused him 

r troubles from which he had not recovered. He was having some 
5 cold weather problems and generally his production was 

$ down and he was very sad about it. 


} Qg Did you algo meet with Mr. Haase of the IRCA when 


; you nade this trip? 
9 A Yes, I did. 
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to him? 
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Q What did Mr. “aase say to you and what did you say | 
t 


A It was a very brief meeting, mostly association. 


— 
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I told him I was making the trip to get acquainted, but we 


=> 
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discussed in very general terms the relationship between the 


15 3 railroad and United Fruit Company. 


pe 
oa 
cu. 


I told him I didn't know much about operating 


~~! 
srxb= 


details, but I asked him if he had any major problems. 

18 | His reply, I remember it clearly, he said his major probl 
9 at the moment was with his own board of directors who 

2 couldn't decide to buy “sneral Electric diesels or General 
ay Motors diesels. 


¥ 23 That passed as a pleasantry and I don't think 
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as we discussed much else. 


THE COURT: Excuse me. This was after the findings. 


j 
25 in the Ripley case, is that right? | 
| 
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TES WITSESS: ‘that is correct, 

TST COURT: Did you discuss the Ripley case with 
him at ali? 

TSE WITNESS: Oh, we made reference to it, we 
dia@n't really discuss it. 

Thia was January of 1960, so at this time the 
final decision of the Court of Appeais had not come down. 

THE COURT: I understand that. But you already 
had Referee Haaner'’s gecision? 


THE WITNESS: Oh, yes. 


Q Did Mr. Haagzse complain to you in any respect about : 


being required either by contract or otherwise to dis- 
criminate againgt United Fruits or CAG's competitors in 
Guatema*a? 

MR. BENDER: I object to that, your Honor. 

THE COURT: Read the question back. 

(The record was read.) 

THE COURT: I will allow it. 

He did not. 


What weze you told by the manager when you visited 


Another sad tale. This trip was made up of sad 


Honduras was in terrible condition. Panama 
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disease had decimated what had once been the most flourishing 


Givision United Fruit Company had. There was fringe pro- 
duction, very :,votty in places. The cost of harvesting 
fruit from spotty production of that kind was very high, 
the quantities were not adequate and he was in dispair 
about the chances of bringing Honduras back in any way. 

Q Did you visit Golfito in Costa Rica, and what did 


you learn about that division? 


i 
i 
{ 
' 
i 
} 
A Golfito came at the end of the trip, but I did | 


visit it, yes. 
i 
The only two divisions that were doing well at 


all were the two west coast divisions, Golfito in Costa Rica i 


and Arwuelles in Panama. Those divisions had good production), 


they had not suffered much from Panama disease at this time, : 
they had good quality fruit and both managers were thus | 
articular about what they were able to do. 
Q Did you learn anything about. the reasony why, for 
example, zimuelles did not have the Panama disease problem 
that Honduras or Guatemala had? 


A Panama disease was there, but it was spreading very 


some puzzliement in the company as to why it spread so 
slowly, but it was eventua)ly determined that the acidity 
of the soil was such that -hese -ganisims did not spread 
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as fast in Ammeullea as other places, and to some extent thi 


was true also in Golfito. toth divisions eventually had their 


problems, but at this time they had not developed seriously. 


Q Did vou also visit Almirante in Panama? 

A I did. 

Q And whet did you learn about that division? 

A This division was a government division with 
practically no production. Panama disease had decimated all 
their original production. They made an occasional shipment 
to some of the outlying areas, but it was a very, very sad 
place. 

Q What, if anything, did you learnabout the Santa 
Marta Division in Colombia? 

A Ancther sad tale. Santa Marta was about to close 
up. Their shipments were down to such a trickle and 
their costs were so high that they didn't sse any future. 
They were keeping going be: wse we needed that fruit for 
our European trade. 

Q What were the problems in Santa Marta? 

A The same two as in the cthers, Panama disease had 
Griven them out of the good areas into the outlying areas 
and they had bad blowdown problems. 

Q You say the same two as the others. Did you 
have blowdown probleme of a serious nature in all the other 
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A We had them in all divisions, but the relztive 
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problem giffers. 


tS 


res ae wenn oe 


In Almirante, for example, the blowdown rroblem 
is probably a minimum of any of our divisions. 


Honduras was worse. By the time you got to 


4 « x 


Guatemala the wind problem was severe. 


On the west coast, Armeulles in Panama had more 


problems then Almirante, but not so serious that it was caus-; 
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ing great difficulties. 
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Golfitoa had some wind problems. Again, at this 
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point, at least, not ones that couldn't be overcome. 
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Q Did you reach any overall conclusions as a regult | 
of your trio in regar€ to company policy? | 

A One seriovs problem that existed everywhere was Panton 
Gisease and I had done some preliminary thinking about Panama} 
disease before ever goiag to the tropics as a result of a 
conversation I had soon after I first got to Boston in | 
November of 1959. | 

A retired vice-president of the Company named : 

Hartley Rowe, who had been in charge of our research activities 
in the company for some years and was a very distinguished 
scientist, cams in to pay me a visit and I asked him what 
he would do if he was confronting the problems that I then 
was con ’ronting on trying to make the United Fruit Company 
into a profitable organization, because the company was 
cliding downhill and was heading for financial disaster. 


Ha said yes, there was one thing he had to suggest, 


THE COURT: A what? 
TUB WITNESS: A variety banana. 
Your Honor’s question is exactly like mine. 1 


| 
| 
and th < was <o consider growing a variety banana. 


said, “What? I never heard of a variety banana." 

It develops that that is a term in the trade 
which refers to a banana of the © _wimdish fami | fo Anil 
asked him what was unique about that. He said the family 
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of the Cavendish hanana is resistant to and perhaps immune 
from Penama disease. 

He said, “If you can develop a banana that is 
resistant to Panama disease so that you can go back into yo 
old divisions and i1to the areas that you have cleared 
and drained and cultivated for bananas and do all this wi 
substantial additional capi’ .l expenditure, which you car 
do," he said, "Then I think you have this company on a 
basig where it has a chance to survive." 

Q Did you also have 5 conversation with Mr. Freiberg 
on the Valery variety banana? 

THE WITNESS: For your Honor's information, the 
Valery banana is a t};,:e of variety banana and it is the one 
we eventually came to even though we had an intermediate 
banana called the Lacatan which you will hear about as we 
go aiong. 

A Within a week after Hartley Rowe had come to see 
me, a younc research scienti... in cur vesearch department 
had come to see me and, said i.:. he wanted me to know there 
was a thins «2''“4 a variety bananr thet we had variety 
bananas growing in our rosearch plots in Honduras, that they 
were resistant or immune to Panama disease and he thought 
that X should know about it and that I should acquaint myself 
with the possibilities of this new type of banana because 
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oue Of the great prob.ems in the company was the inroads 


Weat is the Cros Michel banana? 
The Gros Michel banana is the banana that the Uni 
Fruit Company had grown for 75 years, had grown exclusively. , 
re] Dic you make another trip to che tropics shortly 
after your first trip? 
A Oh, yes, I made frequent trips, and I think the 
next cae was within a month or two. 
Q During that trip, did you actually observe the 
vaxiety banana? 
A I did. 
Q Did you observe any aspects of -it which you 


thought might create problems? 


A When I was in Almirante the first time, I first heate 


about the Lacatan banana, also one of the so-calleé | 
variety bananas. There were a few of them growing in Almiran 
I encouraged them to push ahead with that because I thoucht 
that the variety banana probably offered the key to the 
resuscitation of the United Fruit Company. 

On my second trip down, the one you are now asking 
me about, I went to both Almirante and Honduras, I saw 
the lacgatan banana growing. It was a tall plant so that we 


had not gained anything from the blowdiown problem by growing 


SOLTTMERN DISTRICT COUR. REPORTERS 
ISS TED STATES COURT HOUSE 
PULEY DRUARE, i... 8.7. 10007 TELEPHONE: CORTLANDT 7-4580 


i 


_ 
= od as ~ = 


<2 


3 


% & 8 BS 


i 
4 


citi. 


SS ES EE SE EE ser ee FE Ee OE En de wee OO ET OT Mi Bane, 


A 1¢'70 
gwrf 4 Sunderland - direct 684 | 


this but I saw in Honduras another variety banana 
which we called the Valery which was a low-growing plant and , 
it grew as good fruit as the Lacatan, in fact a little better 
in some ways, in that the stalks were generally a little heavi.e1 
and the banana had a Little shorter rotation period between : 
harvest and the next crop. I was obviously, of course, very 
much interested in what I observed. 
The Lacatas had a problem that I had not realized 
on ay first trip. The banana is connected to the staik 
by a very long neck which gets flexed in the process of being 
harvested and shipped, and in the flexed neck there is a | 


chance for organisms to get in which cause rot in the ; 
; 


% 


banana, ard we were having a great deal of trouble with that.' 


- 


The Valery banana, on the other hand, had a much 
shorter neck, didn't have as much problem in this regard. 
Q What problems, if any, didyou learn or observe 


were present in connection with the Valezy banana? 


= re oO er comm te > 


A I learned about a lot of the good attributes of 
the Valery. The very heavy weights of the stems that were 
produced, the more rapid rotation in that you could get a 
erop at least one tonth sooner frim the Valery than you coul 
from the Gros Michel or the -- as I recall, even from the 
Lacatan,. 

Tt had one problem that tended to cut down on 
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the advantege that caxe from its low growing height. It had 
@ shallowox root system than we found to be the case with 
the Gros Michel and sc while it was vastly better in a blow- 
down situation than the Gros Michel because of just the 
height, occasionally you would get uprootings that you will 


not find in the Gros Michel. 
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2 4 Q Now, did the skin of the Valery compare with the 


Gros Michel? 
4} A All of the variety bananas, so far as I know, and 
certainly the Valery banana has a much thinner skin than the 
Gros Michel. 

It bruises more easily, and my staff told me tha 
one of the reasons the company had never done any very ext>xn- 
a a sive experimentation with the Valerie banana was because it 

9 | was difficult to handle in shipment. 

‘he stalk was brittle and would often break. In 
those days before boxing, if the stalk broke, you couldn't 
handle tb. unit and had to throw it away. So that with the 
brittle stalk and the easy bruising and shipping stems just 
jammed into each other in the hold of a ship, we found 
trouble getting a szon-bruised banana into the market. 

And this caused me problems for a while until I 

\ ” | eoneluded the way to handle this was to move the boxing 
ie operation from the States down into the Tropics. 
sal Q What boxing operating are you talking about? 
ai ' A fraditionally with the Gros Michel banana, we 
brought ths s- ana to the States in stem form and it was sol 
to the jobber in stem form. The jobber took the banana to 
his cipening room and, in the course of ripening, boxed it 
7 in a 40 pound box, in which condition it went to the grocery 
store or supermarket. And it occurred to me, and I 
COU TNERN DISTRICT COURT REPORTERS 
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found subsequantly there were people who were doing this, 
it occurred tc me chat if we boxed in the Tropics that the 
bruising of the Valery banana in shipment and the breaking 
of the stalk would ail be eliminated and this might make 
it commerciaily practical to grow the Valery banana in the 
Tropics. 

9 Now, based upor all those facts which you learned 
about, both the acronomic facts and the marketing facts, wha 
if anything, in 1960, did you decide to do; what plan, if 
any, did you institute concerning the devulopment of the 
variety banana? 

A I pushed the development of the variety banana in 
every way that I could. There were some t...ngs I could not 
do. We had 2 very small amount of these variety bananas 


and you can onily--and ho seed was available anywhere in the 


world. 
This was obviously in our research plots. 
Q In your sat? 
A In our research plots in Honduras. You can only 


expand a banana cultivation alout five times aach year. So, 
if you started with “‘ve acres, you could or .y have 25 the 
second year and you mi..ciply by five each yea. chereafter. 
Sc it would take quite a while before I could get 
into commercial quantities. 
TELTTMERN OISTRICT COURT REF ORTERS 


LM? STATES COURT SOUNE 
FOU.gY SQUARE. MY, MY. 0007 = Tererwons: CORTLAND 74680 


J 


A 1674 


3 Sunderland - direct 688 


One thing that disturbed me was that--and this is | 


3 i always a possibility in an agricultural activity--that things 


4 : ‘that look very fine and very promising in research quan- 


5 1 tities, develop problems when you get into commercial quan- 

6 | tities. 

7 | While our test shipments in research quantities 

8 | went very well, were very encouraging, I was well aware of th 
9 | fact that until we got into commercial quantities we wouldn't 


0 really know. 


Q Was this transition, developing the variety banana 
into something that could be commercially grown and sold, 
| was that something that could be done overnight or did you 
4 expect it would take time? 

a I knew it would take time. I told our stockholde 
1964 or 1965 whether the variety banana was going to solve 


{ 
i 
a 
'6 : at all of the annual meetings that it would take time and 
! told them in all probability we wouldn't know for sure until 


fe) vid you have to do any changes in connection: with 


9 ) as many of our problems as we thought it would. 


the way you handled vour relationships with the jobbers and 


2 
23 successful? 

. m | A We had resistance from the jobbers. They pre- 
5 


| £erred to buy on the stem because they always had. They 
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preferred to Jo the hexing because they always had. Some 

of them put thair own brand name or sticker on the box and 
a few maybe even on the banana when it went to the super- 

market. 

And one of the things involved in our whole ac- 
tivity in this connection was to create a situation where we 
could brand our cwm fruit and advertise to the public that 
you could buy Chiquita banana, which we had never been able 
to do before, because you couldn't tell one banana from 
another in the market. 

THE COURT: When did Chiquita start as a mark? 

Ths WITNESS: It was a name the company had used 
for years. There was this little jingle that was popular 
and was used in some advartising. We did not apply it to a 
banana as a trademark on the banana until sometime in 1960. 

Q Did you do consumer testing of the variety banana 

A We did. 

Q What was the reason for that? 

A Many 2eople in our orgarization, particularly our 
sales group, were convinced that the consumer would not buy 
a variety banana. Our people thought, very sincerely, that 
the Gros Michel banana was the only worthwhile banana and 
the variety was a very poor second or third, and that the 
customers would not buy it and they were convinced that we 
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were putting curselves out of business by going into the 
variety banana activity. 

Q Did it have a different taste? 

A The variety banana, cortainly the Valery, is a 
little bit sweeter than the Gros Michel. 

Q “id it also ripen and hence get rotten faster? 

A It had different ripening characteristics than 
the Gros Michel. Tne Gros Michel was almost a foolproof 
banana. You could start and stop the ripening process 
within limits, but almost at will, within reasonable lLinits. 

The Valery banana, and I believe this applies to 
éll variety bananas, once you start the ripening process 
you have to continue it. The banana did not back off£ fron 
the ripening process once it gets started. 

Yo foilow up on your askine about marketing, wa 
conducted marketing tests. We got supermarkets who cooperatc 
with us and we would have two shelves, for example, of 
bananas and one week the Gros Michel wonld ba on the top sheli 
and the Valerie on the bottom shelf, and the following weex 
we reversed without the customer being able to tell, and 
then we would interview the housewif2 to see what the 
reactions were, and to my great pleasure, the reaction scem 
to favor the variety bananz over the Gros Michel, because th: 
customer seemed to like that somewh2zt sweeter taste. 
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at the end of 1959, beginning of 1960, the Ripley case was 
still on appeal, is that correct? 

A Thatis correst. 


Q And is it a fact that at this time and until the 


Prone cern ce 


: 
j 
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appeal was determined the relationships between IRCA and Unitid 
| 


were basicaily in the hands of the lawyers? 

A Correct. 

Q Did you personally, during the period until the 
appeal was decided, attempt to exercise any influence or 
control over the internal affairs of the IRCA? 

A None whatever. 

Q Subsequent to the appeal, did you personally ever 
attempt to influence or control the internal affairs of the 
IRCA? 

‘MR. BENDER: I object to that, your Howor, as 
calling for a conclusion. 

THE COURT: Wo, I will allow it in general terms. 
It is probably prelimiaary. 

A I did not. 

Q Will you identify for us James McGovern? 

A Yes. James McGovern was a lawyer in the Law 
P parcment of the United Fruit Company when I arrived. I 
believe he had a title either general attorrey or assistant 
general counsel, something to that effec<. 
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been testimony in the record already vaich 


Pends= 2iicited that he passed away on February 16, 1961. ' 
That accords with your recollection, does it not? { 
a it Goss, 


Q Prior to that date, did you have any conversation 


Oe NATO la. 


with Mr. McGovern in regard to -- let. me ask you preliminaril 


strike chat. 


seme nearer ee 


Was Mr. McGovern on the board of directors of 
TRCA? 
A I believe so. 
Q Prior to his death, did you have any conversations 
with him in regard to that subject? 
5 I did. 
THE COURT: What subject? 
MR. KLINGPBERG: With regard to the subject of his 
service on the board of IRCA. 


Q Can you tell us what you said and what he said 


LL EEL LOLS SCE NG EOS CEES! CC A it lt GS BOE SM kl 


in that regard? 

MR. BENDER: I object, your Honor. Mr. McGovern 
is now deceased. We have no way of ascertaining or checking 
into what Mr. McGovern said at that particular point other 
than ‘through this witness. 

THE COURT: I think that is probably true. I: will 
exclude the testimony at the moment. 
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Q Did you take any coxporate action with regard to 


“Mix. McGovern's concinvation of service on the board of 
directors of IRCA? 
A x did. 
Q Wiil you teli us what that was? 
A I told Mr. McGovern that he could not run f° 
reelection if the case was affirmed. 
THE COURT: Reelection for what? 
THE WINESS: To the board of directors of IRCA. 
THE COURT: Of IRCA? 
THE WITNESS: McGovern was a || rector of IRCA. 
THE COURT: What control did you have over IRCA? 
THE WITNESS: None, b... I had control over McGovern. 
He was in my Law Dopartment. I told him he could not stand 
for reslection on the board of IRCA. 
THE COVRT: If it was affixmed? 
THE WITNESS: Yes. 
THE COURT: If not, you didn't care? 
THE WITNESS: If not, I wanted to see what the 
decision was. 
THE CUJRT: When you came on, were there any inter- 
locking directerates of UF and IRCA? 

THE WITNESS: There were none. 
Q McGovern was the only UF employee c. officer who 
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was on the board of IRCA, is that correct? 

A That is correct. 

Q Did you take any other action with regard tc Mr. 
McGovern and his position with the United Fruit Company? 

A McGovern was of retirement age and I told him that 
he was going to have to retire. 

MR, BENDER: I object in terms of what he told 
Mr. McGovern. 
THE COURT: Whathe told him is all right. 

& I told McGovern that he was of retirement age and 
he would have to retire. I told him he could not stand for 
reeiection on the board of IRCA, and I guess that answers 
question. 

THE COURT: If he retired, why couldn't he stand 
for the board of IRCA? 


THE WITNESS: Because < was afraid the continuing 


rélationship of having someone who had once been a UF 
employes would be bad under the Ripley decision. 
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THE COURT: Just so I orient myself, how long did 
McGovern stay on the Board of IRCA, until when? 

You say he died in office? 

THE WITNESS: He died in office. 

My next action was to write all the members of 


Board of Directors of IRCA telling them under no circumsten 


to elect anybody or nominate anybody for election for the 
°'  goming year who hed any connection with the United Fruit 
Se 6. Company. 


ii Q In point of fact, did the United Fruit Company 
vote its stock in IRCA at the IRCA stockholders meeting 
in the spring of 1961? 
A They did not. 
Q In point of fact,did United Fruit Company play 
any part in the selection of nominees for the Board of 
Directors uf the IRCA in the spring of 1961? 
A We did not. We went further and asked the Board 


not to nominate or let anyone stand for nomination if they 


thought there was any prior connection with United Fruit 


ns Company. 
i THE COURT: How much of IRCA did United Pruit 
! own at that time, common stock? 
wi THE WITNESS: It was 200 odd thousan¢ shares, and 


I believe it was 49 per cent. 
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COURT: Did you later sell that stock? 
WITNESS: Yes. 


COUrT: When was it that you sold the stock, 


if it is convenient now to tell mé, so I can carry it in my 


mind? 
THES 
that year. 
THE 
THE 


in that period 
THE 
sequence? 
THE 
heard of whose 
THE 


MR. 


WITNESS: The actual sale was about the end of 


COURT: 61? 
WITNESS: Yes, or early January, '62, right 
of time. 


COURT: Who bought it, so I can follow the 


ITNESS: There was a conglomerate I'd never 
initials were BFS. 
COURT: I remember that. 


KLINGSBERG: BSF. 


Q Even prior to that time, had you been making 


efforts pursuant to the consent decrees to sell the IRCA 


stock? 
A I had. 
Q Can you tell us what efforts you made in that 


regard prior to the sale to BSF in January, ‘62? 


A I had long negotiations with Louis Yaeger, who wa 


a stockholder of IRCA, and we were at one time quite close 
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to an agreement for the sale of the stock, close enovgh so 
that we even drew a proposed contract that was being reviewed 


on both sides. 


Mr. Yaeger finally changed his mind and the sale 
did not materialize. 

Later, I tried to interest the Government of 
Guatemala in acquiring this stock. That never got off the 
ground. They didn’t want it at all. 

I believe the negotiation--at one time I tried to 
interest the wnanagement of a railway in Costa Rica in the 
stock of IRCA. I am not sure that I can place that in the 
right date, but some time I did. 

The eventual sale was at the end of 1961 or early 
January, 1962, when a conglomerate named BSF, which I had 
never heard of and I am not even sure how they first came 
to us, but I know cur treasurer came in one day and said he 
had an inquiry from a group that wanted to buy our IRCA 
stock and it eventually was sold to them. 

I suspect the negotiations were in December of 
‘61, and I think the sale became effective early in January, 
'62. 

Q Would it be fair to say that from the time you 
came with the company until the actual sale, you were making 
your best efforts to sell the stock to whomever you could 
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get to buy it? 

A Without -avy question. I tried hard. 

Q Did you at any time attempt to keep the stock 
for any length of time so that you could use it to exercise 
control over the IRCA Board? 

MR. BENDER: I object to that, your Honor. 
THE COURT: TI will allow it. 

A At no tims did I try to keep it. At all ‘hae I 

tried to get rid of it. 
THE COURT: Can you tell us why you wanted to get 
rid of it, Mr. Sunde sland? 
THE WITNESS: The most obvious reason was the 
consent decres required it. So there was no argument. 
THE COURT: The federal decree? 
WITNESS: The state decree. I am sorry. 
COURT: The federal decree? 
WITNESS: There are so many judgments here 
I misspoke. 
The federal consent decree required it and I knew 
I had to comply with that. 

Q When Mr. McGovern died, do you recall that Mr. 
Haase was named acting chairman of IRCA? 

A I think that was the case, yes. 

Q And a new person named Grace was elected to the 
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A I am rot sure I knew that. 


I think I have heard that, yes. 
Q Did United Fruit play any part in the selection 
or election of those two individuals to their positions on 
the Board? 


A None whatever. 


SOUTHERN DISTRICT COURT REPORTERS 
LTED STaTEes Court House ‘ 
“OURY SQUARE, NAY. MY. 3000? «= TELePHome: CORTLAND 7-880 


hs 4 
fe , -* ~ 


Sees SSS Sn ee mn 5 


1687 
Sunderland - direct 702 


Q Do you recal] having any particular provisions 
put into the draft contract which you had negotiated with 
Mr. Yaeger? 

MR. BENDER: Objection, your Honor. What does 
that have to do with it? 

THE COURT: Read the question back. 

(Record xead.) 

THE COT:™: “hat is the relevance of that? 

MR. KLINGSBERG: Two things. I think the entire 
negotiation with Yaager is relevant to show ovr efforts to 
sell the stock and t:here was also a provision which was put 
into the contract which was sent to Mr. Yaeger which was 
in the nature of a release of liability and also indicated 
that there was no promise of continuation of the United of 
the United Fruits business or anything of the sort, and the 
reason that was put in was because there was suspicion and 
fear tnat there were people in Yaeger's syndicutc who might 
be using this as a device to bring litigation against the 
United Fruit Company over the IRCA situation. 

MR. BENDER: But the contract never went through, 
your Honor. 

THE COURT: That is all right. It shows intent 
and motive. I will allow that. 

MR. BENDER: Motive on whose part, your Honor? 
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THE CCURT: On the part of Yaeger, who later 
became a controlling stockholder, and also on the part of 
United Fruit. 

MR. BENDER: What motive does it show on the part 
of Yaeger if United Fruit Company were the ones that were 
putting that provision in? 

THE COURT: You can argue that. I am just allow- 
ing it in evidence. I am :0t saying I am going to consider 
it very strongly, if at ail. 

Q Do you recall any particular provisions that you 
insisted on in the draft agreement which was sent to Mr. 
Yaeger? 

MR. BENDER: Objection, your Honor. 

THE COURT: The form is bad. 

Was there a provision in that contract that dealt 
with what? Now you phrase it yourself. 

Q Let me try it this way: 

I show you Defendant's Exhibit 93 for identifi- 
cation, and ask you if you can identify that. 

I also show you Defendant's Exhibit 192 for iden- 
tification, and ask you if you can identify that. 

MR. BENDER: What is that document, 1927 

MR. KLINGSBERG: 192. 


MR. BENDER: What is it, though? 
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HR. HKLINGSBERG: The witness is going to identi fv 
it. It is a draft agreement with a covering ncte. 
MR. BENDER: Dated what? 
MR. KLINGSBERG: 3/18/61. 
MR. BENDER: Do you have a copy? 

A ves, this refreshes my recollection. I have not 
seen it since the day it was drafted, but there were several 
thins that * insisted on. 

~Pirst. of all, a recital calling the a<tention of 


the purchaser to the provision in the éonsent decree requir- 


ing the sale of this stock so that he would be on notice of 


whatever was important in that decree. 

I was careful to make sure there were no repre- 
sentations, implied or otherwise, with respect to the busi- 
nes: or property cf IRCA, and there was no representa*ion 
as to the future conduct of the business of the United Fruit 
Company or any of its subsidiaries in Guatemala or else- | 
where, including, particularly including no representation | 
about shipment of bananas over the [RCA lines after the con- 
tract ran out. 

The other provisions, I think, are somewhat stand 
ard ones that you would find in most sales agreements. 

MR. BENDER: What agreement was the witness refer 
ring to there? 
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MR. KLINGSBERG: Defendant's Exhibit 193 for 
identification. 

Q Would you look, sir, at Defendant's Exhibit 193 
for identification and identify that for us? 

A Without taking time to read it all, you have han 
mé@ another draft of an agreement between Lewis Yaeger and 
the United Fruit Company, and in my handwriting on a cover 
page is a notation that I had received this draft on March 
18, 1961 from the Davis, Polk office, and the draft is, 
indeed, entitled at the top "Draft of March 18, 1961," and i 
has to do with the sale of the IRCA stock. 

I would not know without a careful comparison, 
how it differed from the one I was talking about a moment 
ago. The one I was talking about a minute ago was a craft 
dated June 16, 1961. 

Q I show you Defendant's Exhibit 210 for iderti- 
fication, which is a memorandum from you to Mr. Sisto, dated 
June 26, 1961. 

Can you tell us what that is? 

A My memorandum to Mr. Sisto quoted a resolution 
passed by the Board of Directors of the United Fruit Com- 
pany of June 26, 1961 authorizing the president to sell the 
233,000 shares o7 IRCA stock to Louis Yaeger for a price of 


$10 per share. 
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Q Finally, I show you Defendant's Exhibit 215 for 
identification, being a memo from you to Mr. Folsom and Mr. 
Sisto, dated August 14, 1961. 

Would you tell us what that is? 

A This last memo, dated August 14, makes reference 
to the fact that the negotiations with Yaeger are on dead 
center, nothing happening, and I'm wondering what we could 
or should do to try to rekindle Mr. Yaeger's interest in 
buying the stock. 

Q Mr. Folsom was your in-house counsel, was he not? 


A He was vice president and then general counsel. 


Q Did you explain there why you were insisting on 


this provision for a release? 

A Well, we wanted to be sure that we were getting 
free of litigation and we didn't want wnything that happened 
in «onnection with tie sale to have any damaging participles 
on the end of it that would create problems. 

THE COURT: Was Yaeger one of the plaintiffs in 
the Ripley suit? 

THE WITNESS: He certainly benefited from it. 
I don't know-- 

MR. BENDER: No, he was not, your Honor. 

THE COURT: I was just wondering what the scope 


of relief might have been on Ripley. It would have no eff 
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on it, is that right? 

MR. BENDER: Pardon me? 

THE COURT: It would have no effect on the Ripley 
suit? 

MR. BENDER: What, this? No, it »~:4 not. 

THE WITNESS: No, no, no. It was act thought it 
would. | 

MR. KLINGSBERG: I would like to offer in evi- 
dence, Defendant's Exhibits 210, 215, 192 and 193 for iden- 
tification. 

MR. BENDER: Objection on the ground that it is 
irrelevant. 

THE COURT: I will allow it. 

(Defendant's Exhibits 192, 193, 210 and 215 
respectively, were received in evidence.) 

Q Sir, you testified this mornin; tha% when you 
arrived, the company was on the rocks. 

Did you have presented to your in the regular 
course of your dutias, various statistics, charts and tables 
from which you drew that conclusion? 

A Yes. The annual reports themselves would show the 
bad condition of the company, but I had various analyses made 
after I arrived which further confirmed it. The purpose of 
the analysis, of course, was to try to pinpoint where the 
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trouble was. 


Q Ahd together with myself and others from my office 


aid you review your files to try to select out some illus- 
trative examples of the charts and tables which led you to 
that conclusion? 

A I did. 

Q I show you Defendant's Exhibit 135, which is heade 
"Net Earnincs after taxes,“ 136, "Net Earnings and D‘vidends 
Declared," 137, "Percent of Net Earnings to Shareholders 
Equity," and 134, "Break Even Point versus Average Sales - 
Price Per 100 Pounds of Bananas,” and ask you if these are 
among the documents you have just referred to? 


A They are. 
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Q And did you consider those exhibits in decisior-nek- 


ing in the course of your regular duties as the president? 


Fe Ee a ee os oe | 


£; A I did, 

33 Q Was it the regular cource cf business of United 
: s| Fruit Company to meke these documents? 
: 7} A Throughout the time I waz there I had things of 


ca) 


this kind prepared which would enable me to make the eccisions 


Se eT 


° 2 had to make. 


0 pone 
Was 


Pees | 
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Q And was it the requlzr course of business of 
Gaited Fruit Compeny to keep these documants? 
A Oh, yes. 
M.R KLINGSBERG: I offer in evidence, your Eonor, 


Defendant's Exhibits 134, 135, 136 and 137. 
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TBE COURT: I will allow it. 
(Defendant's Exhibits Nos. 134, 135, 136 ane 137, 
respectively, were received in eviden:?n) 
BY MR. KLINGSBERG: 

Q Mr. Sunderland, did you ascertain in the corrse of 
your duties the causes of the financial condition which 
was presented in theso documents with particular reZerence 
to the banana busines? 

THE COURT: May'I see those, 
MR. KLINGSBERG: Yes, sir, Judge. * wding.) 
Are these copies of the sams? 
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g Yes. 
THE COURT: All right, you may proceed. 
& The first overall thing that anyone would notice, 
and I did in looking at the figures for the company, was the 


very rapid decline in earrings. 


OD | OL RO BEE LL RT 


The chart that is labeled at the top “Net ‘Earnings 


Attar Taxes" shows a decline from around 6¢ million dollars 
of net sarnings in 1950 down to, oh, about a million dollars 7 
it is a little hard to tell from this chart, but considerabl 
less than ten million dollars. 
THE COURT: Doesn't it appear in the left-hand 
column there? 
THE WITNESS: Well, the chart, your Honor -- 
THE COURT: That is bananas and sugar. 
THE WITNESS: Wait a minute. Yes, you are guite 
tight. The figure over on the left shows the exact amount 
and the bananas were down to 12 million from 60 in the 
course of ten years. Those are earnings. 
Q Incidentally, could you tell us what the figures 
with the F ner< to them mean? 
A That 18 forecast. The word F is our shorthand 
for forecast. sad that is what our people thought might be 
the figure by ch: end of 1960. 
TH COURT: Actually '59 is 7.2 million net 
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earnings for the »banenas, is that correct? 

THE WITNESS: Yes, you are correct. I read you the | 
estimate for 1960. 

fhe correct figvre is 7.2 million for 1959, and 
that's the only figure that is not a forecast. 

Wo forecasted a better year in 1960 and we were 
grieveously disappointed. It did not happen. 

Another way of looking at the same prob?- . is in 
the chart labeled "Net Earnings And Dividends Declared 
Per Share," and there are two lines there, one showing the 
net earnings per share and the other how much was declared 
out during the year for dividends, and as is obvious from 
the chart, the two lines that met and at one time we were 
paying out more than we had. eared. 

tae chart that showed something about which some- 
thing pechepe couhé be Gene Ss: the chart lsheled ‘Breck-oven 
Point Verzas Average Sales Price Per 100 founds of Bananas." 

It*s quite clear from the chart how the costs 
Sit chine <tikhid sheenten eal aaa tebe 
cusly. But the cost item was something that at least I 
thought deserved very serious study, because perhaps that 
could be changed, and if it could that might be the key to 
gome profitability in the company. 


SOUTHERN DISTRICT COURT REPORTERS 
UNITED STATES COURT HOUSE 
FOLEY SQUARE, N.Y., N.Y. 10007 TELEPHONE; CORTLANDT 7.4580 


. A 1698 


; 3a pm gwrf 1 Sunderland - direct 715 
23 THE COURT: Why did the price go down? 
i 
3h THE WITNESS: Competition. There were vast 


LST. 


quantities of bananas coming in from Ecuador ard this was a 


an 


Fr) 


Competitive price. 


o- 


MR. BENDER: I didn't hear the last part. 


~ 


THE WITNESS: I gaid this was a competitive price. 
Q Mr. Sunderland, what did you ascertain were the 


principal causes or cause of this Gecline in the company 's 


— . Gi 


financial condition, particularly in regard tc its banana i 
business? 


igs 


A The overwhelming cause were those costs related 


- 
wa? 


to Panama disease. It was costing us about 25 million 


? 


a 


dollars per year to go into new areas to replace the lands 


. 
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that had gone out of production because of Panama disease. 


ve 
ie 


And if I could find some way to stop that 25 million, which 


oe 
a) 


was bound to become more millions as the years went on 


& 


because costs were getting higher, if I could do something 


we 
Le) 


in returning the United Fruit Company to a profitable picture 


eet 
= 


TEE COURT an you tell m, loxking back histori- 
cally, when did the Panans disease become a serious threat? 


~~ 
EN 


x 
a) 


THE WITNESS: It has been there for ten years mini- 
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THE COURT: That means about 1950? 
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THE WITNESS: I must make a longer answer. 
Panama diseas2 had been with the company always. In the early 
days when there were iots of new vigrin areas that could 
be developed cheaply, it wasn't much of a problem. In those 
days the company was very profitable, the amount of money 
that had to be absorbed because of abandonment because of 
Panama disease did not sank high in relation to the sales 
prices and there were many divisions that were abandoned and 
the company went into new arecs. 

Q Are eny of those divisions on the map over here? 

A Yes. Not all of them, by any means, but there are 
soms. One of the finest di’ _sions the company ever had was | 
the Limon Division in Costa Rica, which was completely out 
of procuction when I got to the company in 1959. ‘There was 
a magnificent big diviston up here in Honduras not far 
from LaLima which I bejieve was called the Trujillo Division. 
I beliewe I am right on that. It was abandoned completely. 

The Bluefields area in Nicaragua had been a b!g 
Company operation and it had been abandrned because of 
Panama. We at times had bought a few bananas there from in- 
dependent pro‘ucers and by the time I got to. the company I 
don't believe there were any purchases going on at all. 

THE COURT: Have you got a record of the years or 
Sk cits Sil tehk Gai tie Goin. Shes enlace sina 

SOUTHERN DISTRICT COURT REPORTERS 


UNITED STATES COURT HOUSE 
POLEY SQUARE, N.Y., WY. 10007 TELEPHONE: CORTLANDT 7-4580 


A 1700 
¢wrt 3 Sunderland ~- direct 


were abandoned? 

PR. RLINGSPEFG: I think we have something like 
that for your Honor. 

THE COURT: I will hold it in abeyance. I 
want it in sequence. 


Q I'm sorry, I interrupted your answer to his donor's) 


Those are the ones thzt come to mind. The best 
areas of Almirante had been abandoned and production was from 
the outlying area from the best areas of the LaLima Division 
in Honduras had been abandoned and production was from 
the outlying areas. 

Q What was involved when you had to abandon Panama 
diseased land and go into new land? 

A When you open up virgin territory, you have to -- 
theze are normally luv-iying s:amps in the area of the ocean 


or a big riverbed. You have to clear the area, you have to 


drain it, grade it, arrange for irrigation canala, 


you have to build the tracks in there for the cars that 
will take the bananas to the port, you have to build houses, 
hospitals, schools, all the things that -- electric 
generating capacity, all the things that go for habitation, 
none of which would exist n these areas. 
Q On a ccepany~wide basis after you came in and 
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you started this project to develop the variety banana, 
what did you cdo ducing the transitional period while you 
were still testing the varieties? Did you continve with 
huge expansions or did you do something else? 

A No, we just tried to keep the ship afloat. We 
did such plannings as were necessary to keep our division 
going, but we mostly tried to keep our options open because 
if by chance the variety banana ¢ oject was a failure, 
we Gidn't want to have burned eny bricges behind us. 

I carried through to completion one project 
which had been studied carefully before I arrived, and that 
was a Gros Michel Division in a place in Colombia called 
Turbo, which is down near the Panama border. It doesn‘: show 
on the map I am ncw pointing to, but it is very close to 


the border of Panama. And we had studied the possibility 


+ 
+ 
& 
% 


of a division there based primarily on associate producers 
wh<xe we would give technical help, spraying help, we would 
do the collecting and the marketing but would not own the 
fares and would not be the emplcyer of the labor involved 
in growing the bananas. 


A] a be 
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Q Does that require less of an investment than 
the places where you had the schools, the hospitals and the 
housing and so forth? 

, Yes, indeed. 
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Q What wexe the agrom mic conditions in Turbo 


ts 


which led you to the development there? 


{ 
A It was a fine area in every way. The soil was 
i 


good, it was virgin territory with no sign of Panama disease, 


no sign of any of the other diseases that cause problems for ' 


Oo 


Ww f=. 
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banana cultivation. There was a long estuary of water 


leading back into the area on which the bananas would be 


cown and in this area we could use barges to collect the 


SS? SSSA S 


fruit aud take it to the ship anchored out in the channel. 


o> CBA 


It was in a country where the people were used to being 


entrej;reneurs on thsix own. They could borrow money on their} 


i 
own. They were used to being independent businessmen, 


which was not the case in ail otber countries, but 
Colombia is very good that way. 
Q How did Colombia compare with Guatemala in that 
regard? 
They were much further advanced in running their 
own businesses in Colombia than in Guatemala. 


oe Fee 


Q What were you advised regarding the blowdown or wi di 
experience in Turbo as compared with, say, Guatemala? 

A At the time we made our investigations, there were 
no recorded winds that we could find a record of or could 
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measure oursalves during the two or three years we had 
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our teams in there which would have caused us any substantial 
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problem. 

Q in addition to what you have already told us, 
during this transitional period did United Fruit Company 
purchase any banan:2 in Ecuador? 

A Yes. In fect, that is the only way we stayed in 
business for a while, was to get bananas in Ecuador. 

Q Did you view this as a permanent shift, leawing 
your plantations and going to a purchasing arrangement? 

A Ecuador in wy mind at all times was a stopgap 
arrangement until we could get our own production going. 

Q In bananas? 


MR. BENDER: I object to leading the witness. 


THE COURT: Yes. Who did you buy from in Ecuador? 


THE WITNESS: There are hundreds of small pro- 
ducers. When you teke a ship into a harbor, they all swarm 
down there with a carload or several carloads and you buy 
whatever is offered to you. 

Q Can you tell us whether or not the situation in 
Ecuador differed from Guatemala, for example? 


a ~ ria) m 
pomiamiesnan gheted «ute wsbemie aebebaln: «om: ove Sabin. . 


A How did it differ from Guatemala? 
Q Yes. 
MR. BENDER: What year. 
Q Let*s talk about this transitional period in the 
early ‘60s before you went commercial with the wariety banana 
SOLITHERN DISTRICT COURT RE PORTERS 
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Let's first take the agronomic conditions in Ecuador. 
A Well, let's take the year 1960 but it would be true 
of any of the years that I was there with the company. 

It’s a very different picture because the government: 
in Ecuador supports the banana business. The government 
provides spray services, the government builds roads that 
go back into areas that show they can produce bananas. The 
government builds the port. The government does all those 
things for the grower that we had to do on our own 


if we were opening up our own division somewhere. 
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THE COURT: Who runs the railroad in Ecuador? 

THE WITNESS: There is no railroad involved. 

THE COURT: All trucking? 

THE WITNESS: All trucking. There may be rail- 
roads in Ecuador but none I know of that brought bananas 
down to Guayaguil. 

Q How did the agronomic conditions in Ecuador 
compare to Guatemala? 

A The soil was good, the rainfall was plentiful. 
They didn't have to do any irrigating that I know of. They 
had only one--they had one problem and one advantage. They, 
too, had Panama disease, but it did not increase very 
rapidly and it cause~ them very little trouble, even if it 
did, because they had absolutely unlimited land they could 


expand to and the Government would put in the roads to reach 


those lands. 


They had one cloud cover problem that slowed 
down the growing of the bananas in, as I recall, the third 
and fourth quarters of the year. The sunlight wasn't very 
regular during those last months of the year, which took the 
banana longer to mature. We called it stale fruit, although 
it still looked green and fresh, but it had been on the plan 
too long. This caused them a minor problem. It wasn't 
major and it never interferred with the quantity of bananas 
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available, but it. was a problem that was there and we 
talked about it frequently. 

Q Was there a wind problem in Ecuador? 

A Oh, probably. I never knew a banana division tha 
didn't once in a while have a wind problem. I assume they 
had it. It did not interfere or cut down in any way the 
supply because they producs3d more than twice the bananas 
that they ever shipped. No wind storm would ever interfere 


in any measurable degree with the supplies available in the 


port. 

Q Were the winds as severe as they were in Guate- 
mala? 

A Ne, as far as I know, they were not, 

Q Mr. Sender asked you a question about the drop 


in prices and you said that was from competition. 

What was your competition in cv about 1960 when 
you started with the company? 

THE COURT: Competition where, Mr. Klingsberg? 

MR. KLINGSBERG: Competition for sale of bananas 
in the United States? 

THE WITNESS: The biggest single competitor was 
an organization known as Standard Fruit Company with head- 
quarters in New Orleans. There were four or five, maybe 
six, major importers from Ecuador alone. Their names escape 
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me but one of them, the biggest, was called the Ecuador 
Pruit Company, I know. 

There was a company called the West Indies 
Fruit Company that had some Ecuador production and I believe 
they picked up some independent contracted production in 
the Limon area of Costa Rica, and they may have gotten 
miscellaneous amounts of bananas other places. 

I remember their name.._ 

There wee a number of people. There was a man 
named Consolo, who was in and out of the market a gcod deai. 
The presence of Ecuadore made it possible for many of the 
people to be in the market when prices were good and to 


drop out when prices were not good because they had no 


. investment in Ecuador, it was just a buying operatiun and 


all they had to invest in was a charter for a ship to go in 
and pick up the bananas and bring them back. 
Q How did the costs of these people compare with 
your costs in places where you had hospitals and schools 
and expansion of land, et cetera, because of Panama disease? 
MR. BENDER: I object to that, your Honor. 
THE COURT: Sustained. 


Did these independent importers often underprice 
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C What advice did you receive as to the reasons, 
if any, why they were able tu underprice you? 

A We bought in Ecuadore too, We knew what tue 
pricing situation there was and we could buy bananas more 
cheaply there than we could produce them in many of our 
own divisions. 

Q Why was that? 

A For the reasons you outlined. The costs that we 
pricing us out of *he market were al). absorbed by the Ecuador} 
Government. 

The independent buyer borcht free of al] -hese 
charges. 

Q Did Standard Pruit have any plantations such as 
you had in various places in Central America? 

A Yes, they had a plantation in Guatemala right 
near our Tiquisate Div.si-a, they had one at La Ceiba, Hon- 
duras, which was not: far from our Honduras Division. I beli 
at times they purchased some bananas in the Limon area of 
Costa Rica, but it was spasmodic and they had a big opera- 
tion in Ecuador. 

Q What about the jobbers? Did the jobbers have 
any influence over the price of the bananas? 

A They set the price. It was the jobbers who 
bought oananas in the port when our ship arrived. 
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Q iow did the jobbers set the price? 
A By telling us what they would pay for bananas. 


If we weren't willing to sell to them at the price they 
quoted, ther the bananas had to go on the rail cars and be- 
come what we call roller and we rolled those bananas on the 
rail tracks out into the countryside of America, trying to 
sell at every cross roads and get what we could for then. 
The presence of the roller showed we were not able to sell 
bananas at a price that we thought adequate at the port to 
the jobbers. 

QWere there times when the jobvers refused to pay the 
price that you desired? 

A Oh, many times. 

Q On these occasions, did the jobbers act indivi- 
dually or did they all refuse? 

A Frequently they all refuse I can’t say that I 
know of my own knowledge that there was collective action, 
but it certainly looked like it at times. ; 

MR. BENDER: I object, your Monor. 
THE COURT: Strike it out. 

Q Did United Fruit Company, during the period 
1961 through 1965, have the ability to control the price of 
bananas? 

MR. BENDER: I object to that, your Honor. ‘fhat 
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calls for a conclusion. 

THE COURT: Ithink if you ask him a series of 
questions I will allow it, instead of conclusory questions. 

MR. KLINGSBERG: I think I covered the underlying 
material so I will pass it. 

THEQURT: Let it go. 

Q Mr. Sunderland, you mentioned the fact that one 

of the things you could do something about was your cost. 

What, if anything, did you do during this period 
in the early sixties while you were developing the variety 
banana in regard to costs? 

A The first act was to appoint a general manager in 
the Tropics. We had not had a general manager for many, ' 
many years and all decisions from individual divisions in | 
the Tropics had to come to Boston for decision. I appointed | 
@ general manayei :*ith power to decide most problems on the 
spot and for the additional purpose of bringing to each 
division the cross fertilization that would come from | 
knowing what other divisions were doing with similar problems. 

I asked the general manager to make a careful 
review of everything we were doing in all divisions with an 
effort to cut our costs, and he ouite: teak to me within four 
or five months . approximately, with a report that on an 
annualized basis he had been able to cut about $8 million 
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out of our expenses. That is annualized. That wasn't 
going to happen in 1960 and it might not even all happen in 


1961, but that was the measure of what he had done. 
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Was this a company-wide program? 


A It was. 

Q Was part of that program directed to Tiquisate? 
A Yes. It was directed to all divisions. 

Q Was that program directed towards going out of 


business in Tiquisate? 
A No, this is cost reduction to stay in business. 
fRE COURT: What kind of items did you cut? 

THE WITNESS: We changed our spraying techniques 
fron on the ground to aeriai, we changed the type of apray, 
which we found had been cutting down on the production. 

In addition to killing off the bugs, it was killing off 
the bananas, too. 

There were large savings possible by consolida- 
tion of spare parts and keeping an overall inventory of 
whet divisio". might have pipe or rail or hose or whatever 
it might be needed instead of each division carrying enough 
to carry them through. 

You must remember that in these areas, if a 
tracter became incapacitated, that tractor was out of busi- 
ness until a ship could bring parts from the tractor factory 
in Detroit cr wherever it might be and that tracter and the 
farms dependent on it might be in trouble for a good many 


months, so that we kept about a hundred percent part list to 
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to make sure that whatever happened we would have parts 
for it and by consolidating those depots and keeping a 
consolidated inventory of parts, we saved a great deal of 
money. 

Q Did you also take any action in regard to the 
number of employees which you had in the various divisions? 

A Oh, yes. 

When I went to the company, I think we had in the 

neighborhood of 70 or 80,000 tropical employees and my 
recollection would be we cut ten or 15 or even 20,000 out 


of that number. 


Q Was this also a company-wide project? 
A Oh, yes, ail of this was company-wide. 
Q what, if anything, did you do in regard to your 


capital expenditures during this transitional period? 

A We tried to spend enough to keep in business, 
not spend so much that we would find we had wasted money 
when we knew the answer to our proposed program of variety 
bananas, boxing and labeling in the tropics. 

Q In this connection, did you do anything, or 
institute any programs or attempt to institute any programs 
regarding the use of associate producers? 

A Yes. When I arrived at the company the pressure 
on American companies to get into some kind of partnership 
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arrangements with Nationals in the various countries of 
Latin America was very great, very intense. The countries 
themselves wanted it, the American State Department wanted 
it and as a large employer of labor in Central America, and 
as a larger owner of land, we received great pressure from 
both the countries and our own State Department and our 
response to that was to increase cur associate producer 
programs. 

Q You mentioned that this worked particularly eek? 
in Columbia. 

Did it work equally as well in all countries? 

A It did not. It worked in various ways in various 
countries. In some countries it didn‘t work very well at 
all. 

Q In what countries did it work well? 

A Colombia was, I think, the best example. 

We had less spectacular success in Honduras, 
we had reasonably good success in Golfito. Guatemala was 
fair;not as good as Colombia. 

Q Did you xcun into any particular problems in rega 
to instituting an associate producer program in Guatemala? 

a I don't know. If you can tell me what area of 
our relationships with associate producers you are after, 


I can perhaps help you. 
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I show you Deiendant's Exhibit 477 in evidence, 


which is a memorandum from Mr. Van Diepen to you, dated-- 


what is the date on that? 

A Dated August 5, 1960. 

Q And ask you if that refreshes your recollection 
as to particular problems you ran into in Guatemala with 
the associate producer program? 

A Yes. This problem referred to in here, wiich I 
will describe in a minute, affected not only associate pro- 
ducer, but also affected our com. .y operations. 

The memorandum refers to the marshal law whic: 
had been recently decreed in Guatemala and also made 
reference to the fact that the union---and this is important, 
I'm glad I'm reminded of this--make sure of the fact that 
the union there was trying hard to block the associate 
producer program because they were convinced that tne 
employees would not be paid as well by the local owner of 
a plot as would be paid by the United Fruit Company, and the 
was no question that our wage rate was higher than any other 
employer~~national employer in the country. 

Q Did the success or failure of the associate 
producer program in the various -ountries also have any 
relationship to the problems, the agronomic problems of 
bananas there? 

SOUTHERN DISTRICT COURT REPORTERS 


LitiTED STATES Count ‘ouse 
FOLEY SQUARE, N.Y, MY. 10007 = TELerPHone: CORTLAND 74580 


A 1716 
gte 5 Sunderland - direct 732 


A You also had to be careful of several things if 
things if you went into au associate producer program, 

By far the largest number of associate producers 
did not take care with the banana cultivation that we would 
take. They would not do the spraying, they would not try 
to keep disease under control the way we would, end ever 
so often we would find that despite our best efforts there 
would be a small block of bananas with bad infections that 
would get loose into our big plantations and through no 
fault of our own we would have serious trouble because the 
associate producer had not handled his the way he should have 

Q You mentioned Sigatoka, did you? 

A All disease. Sigatoka is probably the most 
spectacular because it is a wind-borne disease anc. all it 
takes--it doesn't have to be any heavy wind at al:, just 
enough of a wind to carry particles bes the air wil spread 


Sigatoka from the leaves in the infected plant in -he asso- 


ciate producer plantation into our big plantation and once y 


get it into the big plantation you got trouble. 

There are other diseases carried by insects and 
while they go a little more slowly, it is basically the same 
problem. 

Q Now, you say Sigatoka you could cont:ol, at least 
in part, by spraying, is that correct? 
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That's correct. 

And did that differ from Panama disease? 

Yes. There was no cure for Panama disease. Once 
ground was infected with Panama disease, you had to just 
walk off and forget it. There was nothing known and still 
is nothing known as a cure for Panama disease. 

Q Was the extent to which you could succeed in an 
associate producer programs affected by the extent of Panama 
disease in a pauehoukes- seuss 

A. Yes, indeed. If a plot owned by an associate 
producer became infected with Panama Gisease, he was out of 
business and this is one reason mony of them were nct at all 
anxious to get into the associate producer business. 


Q What. about blow downs? =... 


MR. BENDER: I object to that, your Honor. 


I move to strike the last part of the answer. It 
was not responsive. 

THE COURT: That they couldn't get into it? 

MR. BENDER: Yes, your Honor. 

THE COURT: All right, strike it out. 

A What is the question again? 

Q The question is, did blow downs affect your 
ability to engage in associate producer programs in various 
places? 
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MR. BENDER: I am going to object to that, too, 


your Honor. That is very general and covers the whole world. 
THE COURT: Overruled. 


A Yes. That was a very major subject of discussion 


every time we went into an associate producer program. The 


associate producer wanted to know who bailed him out if he 
had a blow down, who bailed him out if Panama disease got 
started, who bailed him out if Sigatoka cut down his pro- 
duction, and what we tried to explain to them was that this 
was the joy of free enterprise where they could make big 
profits and by the same token had the right to lose some 


money once in a while if things went wrong. 


We frequently had trouble selling that concept. 

They would rather the United Fruit Company picked up the 
loss and that meant that they would have to be an employee. 
Q During your trip in January of 1960, which you 


described this morning, did you learn anything concerning 


9 the land situation in Central America, particularly in regar 
2 to Governmental action and things of that sort? 

al A Yes. 

2 At that time there was quite a rash of legisla- 
= tion in many of the Central American countries for the 

mn expropriation of foreign-owned properties and the redirecti 
3 


of it co nationals of the country. The emphasis varied from 
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country to country, but in all countries they were particu- 
larly insistant upon taking property not then in productive 
use, and the areas that we had reserved for expansion when 
driven out of other places by Panama disease were under 
considerable attack by these Governments for redistribution. 


We would try to explain the need to keep these 


if we were going to stay in business in that coun‘ry because 


the sureness with which Panama would drive us out oF the are 
then in cultivation was absolute and without some Placing 
together, without some area to expand into, th.t entizo 
operation would have to come to a standstill if wi didn't 
keep these reserve lands. 

Now, we made them partially productive ty having 
cattle on them, we sometimes grew cocoa and sometkms it 
was just woodland or pasture. 

Q Did you undertake any programs as a resilt of 
this situation in or about the early part of 1960? 

A Yes, we had a review of all of our land toldings 
throughout Central America. We tried to reappraise ihe need 
for some of the surplus lands we had. 

In the early days when these lands were ab:<lutel 
valueless, it was very easy for predecessors of ours tc take 
very large quantities of land knowing that sometime we nivht 
need it. We tried to bring that down to date. Wherever 

SGUTHERN DISTRICT COURT REFORTERS 


UNITED STaTEs CourT Hous € 
FOLEY SQUARE. ALY, MY. 0007 «= TELee Hone: CORTLAND 7-458) 


mR PR B RK 


=== 


A 1720 


gte Sunderland - direct 736 

we thought there was extra land that we might not need in the 
immediately foreseeable future, we would try to work out a 
deal with the Government to sell i. to them, occasionally 

we had to even give it to them, but the whole program was 

to relieve the pressure that we were getting from both the 


nationals of the country and our own State Department. 
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Q Did this imi sale. and land review pro- 
gram apply to the Tiquisates area? | 
A it did, indeed. It apypeiee to all of our divisions 
Q pid you undertake land ‘sales in almost all of 
your divisions? 
b Wa did. 
Q Was this done in order to go out of business? 
A 6Wo, this was to keep the government off our backs 


so that we could stay in business. 


Q Now, six, after about a year of your program of 
research and development and experiementation, coming to the 
early saat of 1961, can you tell us approximately where you 
wero at in terms of your decisions on the Valery banana and 
the Lacatan banana and go forth? 

In this regard you may look at the 1961 report 
to shareholders, which is Defendant's Exhibit 469 in evidence 
to refresh your recollection if you neod to. 

A | Before examining the report, I can tell you ia 
general terms’ that we were proceeding with our ~~ just as far’ 
as we could with our plannings of variety eniisii. By this 
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time it was mostly tha Valery. We had concluded “he Valery 
was che better banana and we are not expanding the Lacatan. 

Q Now, in or about this period of time, did you also 
conduct inquiries in the regular course of business as 
to where was going to be the best place or places to grow 
this new Valery banana? 

os Yes, I did. This went on almost continuously over | 
a long period os time for a very good reason. _ 

If the Valery banana proved to be as ‘all the 
research data had indicated, if it proved to be immune to 
Panama disease, then we no longer needed larger areas to 
expand into, no longer needed large areas of virgin territory 
to expand to when Panama disease drove us ot of current 
cultivation. If so, that meant we could go back into 
areas that we had abandoned once for Panama disease reasons, 
we could go back close to the port facilitics, where our 
original plantations had been located, and we would not 
need to keep expansion territory because there was nothing 
to indicate that we would be driven out of those lands again 

The only disease that we couldn't handle was the 
so-called Panama disease, ani that was a terrifically expensi 
disease because we had to abandon ali fixed installa?.ions 
when we left the place, and it looked as thouyh, and 
subsequently proved te be true, that goingback in there 
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with a variety banana, we could use those very fertile 
lands, and the fertile territory was not in the slightest 
effected by Panama disease, it was only a very small micro- 
scopic organism that effected the roots of the banana 
plant. 8 

For those bananas that were immme to that disease 
they grew beautfully in these areas, and we concluded as we 
became more and more convinced that the Valery was working, 
we became more ard rore convinced we had more lands than we 
needed and we started a program of selling off the lands 
not “eeded. nd this, of course, was als> in response to 
the government pressures I was talking avout. 

Q How about the yield of the Valery banana compared 
with the yield of the Gros Michel banana? You don't have to 
give me exact numbers. 

A Well, I can be reasonably specific about it. 

In our early stages of derelopment, we thought we 
would get between two and three tims as much production per 
acre from the Valery as we would fria Gros Michel. It 
turned out that we were conservative. 

THE COURT: What? 

THE WITHESS: We were too conservative and it 
turned out we got almost four times as much piduction per 
acre from the Valery banana than we «id from the Gros Michel. 
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MR. BENDER: When are we talking about? 
THE WITNESS: I am talking about all times that I 
wae “4th the company. 

wa What branches of your company did you ask to 
participates in <sse studies about the best place or places 
to grow the Yalery banana? 

A My method of operation was to form a management 
Committee consisting of the heads of all the important 
departments in the company. That wouid include the head of 
the agricultural division, sales, water transportation, 
accounting and law. Those people met with me regularly. 

One of the problems that the United Fruit Company 
had had before I came was a matter of communication within 
the company. The sales activities had been located in 
New York, the corporate headquarters were in Boston, a lot 
of the activities were down in Ne« Orleans and there vere 
other activities in the tropics und there was very little 
comsaunication. 

So I brought them all to Boston ané all these de- 
cisions were made with all parties joining in so that 
we weren't overlooking some aspect that otherwise might 
be overlooked. 

Q In cr about the first half of 1961, did you recei 


reports as to the best and worst places to grow the Valery 
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A I had many, many reports, oral and written. It was 
the one consuming set of inquiries that I was making at 
all times, because I was pretty sure that on the decision to 
grow tae Valery banana depended the future of the Company , 
and if it didn't work then we would have to become just, 
in effect, a shipper who bought in the open market in Ecuador 
and other places and transported to the United States. 

Q Where did Tiquisate come in in ‘Skin iene 

om It was enalyzed along with every division. We 
would analyze soil corditions, climate conditions, governmen 
and political conditions, the quality of the fruit that we 
got, the costs in producing that fruit. 

There were a whole range of very obvious things 
that you would study to find out where was the bes: place to 
grow the banana under a new set of rules, because if ths 
Valery was going to work, and it had proved that it was 
going to work, then the old rules no longer applied and we 
could think about going back into areas that had . os 
absolutely abandoned before because of Panama disuase. 

Q Of all of your various locations and divisions tha 
were studied, which was the worst place that you a | your 
staff concluded was to grow Valery banan:s? 

A Tiquisate. 
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Q I would like to show you Defendant's Exhibit 189 


for identification, which had been previously submitted for 


identification as Plaintiff's Exhibit 623 but we remarked it 


since we are offering it, which is a memorandum from Mr. Mil 


to you, dated March 9, 1961, with attachments, and ask you 
if that comes from your files? 
A It does. 
MR. BENDER: When you gay his files, do you mean 
his personal files? 
THE WITNESS: It did come from my personal files, 


yes. My personal files at the company. 


. 
4 
' 


| 
: 


Q Was this one of the docuvents which you considered | 


in connection with the determination of -- 
THE COURT: Do you have oue for me? 
MR. KLINGSBERG: Yes, your Eonor (handing). 

Q ~- which you considered in connection with the 
determination of where to implement vhe planting of Valery 
bananas? 

A This report was considered vith great care a 
number of times and it reinforced conc!usions that had 
been given to me orally before, but this attempted 
to bring into one memorandum all che vaiious considerations 
and this was the thing I think on which ve based our 
final action as much as anything. 
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Q Did you regularly receive reports concexruing 


the various factors concerning where to grow bananas? 


A Yes. All of these factors were included one way 
or another in reports I got. 
This was one of the first that brought ali of 
these related things into one piece-of paper. 
Q it the regular course of business of Unitsd 
Pruit Company to make reports such as Defendant's Exhibit 189? 
yes. 
it the rezsular course of business of United 


Pruit Company to keop ezhibits such as Exhibit 189? 


A It was. 
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(Defendent's Exhibit 189 was received in 


evidence, ) 
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Q Mr. Sunderland, there are various factors considered 
on page 2 of Defendant's Exhibit 189 in evidence. The first | 
is total landed costs. 

What does that mean? 

A That is the cost of delivering the fruit to a port 
in the United Stzai:es, 

Q And how did Tiquisate come out in comparison with 
the other divisions in this Tespect? 

MR. BENDER: I object to thin inquiry, your Honor. 
It's all in the document and the docunant speaks for itself. 
TEE COURT: There are underlying questions that have 
to be answered. 
For example, wken he talks about leaded costs in 
the United States, at what freight rate om the IRCA was that 
determined? Was that on the $130 new rate or tho old ~ate? 
This is now done on March 9, 1961. 


THE WITNESS: This was at tke actual rate, vour 


THECOURT: What was the actual rato? 
THE WITNESS: $130 a car, as I recall. 
THE COURT: All right. 

Did you answer the questica? 

I doa't believe I have. 
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We have six divisions with the names across on 


the table, and we gave a numerical value of 1 through 6, 1 


being the best landed cost on down to the one with the 
highest landed cost. Tiquisate was the highest landed 


cost of any of the divisions. 


MR. BENDER: I didn‘t hear the lavt part of the an- 


THE WITNESS. Tiquisate had the highest landed 
cost of any of the divisions. 
Q What is the Tiquisate landed cost for shipment 


through Barrios according to this exhibit? 


A It will take me a minute to pull this out of the 


tabulation here. — we are. 
The total cost per 100 pounds for Tiquisate was 
$4.909 cents. 
Q How did that compare with the best division? 
THE COURT: With the what? 


MR. KLINGSBERG: With the best division. 


A The best division was Armeulles, having a cost of 


$.154. 

Q The next item is new monies. What does that 
refer to? 

A Monies required to get into bearing the number 


of acres being studied. 
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Where: Gid Tiguisate come out on that? 

For new monies, Tiquisate was fourth. 

The next item is soil. What does that refer to? 

The composition and character of the soil im 
which the bananas would be grown, the fertility of 
it. Implicit in this is the amount of fertiliser that _.ght 
be reyvuired. 


Q Where did Tiquisate come out in that regard? 


0 «et a . ¢ x » 
Mss ae me ee 


adh AR 


A It came out sixth. 

Q Were you advised by your agronomic assistants as 
to ahy particular factors in the Tiquisate record that affected 
the Valery banana? 


A We had extensive discussions of it. 


a 
i 
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MR. BENDER: I will object to the discuss:ons, 
your Honor. I think we should have reports, if anything, 
in connection with this rather than just something orally sai 
with respect to this iten. This is cver ten years ago, 
your Honor. 

THE COURT: It would be better if you have the 
reports. But I think what he is doing is asking him about 
the first page as to soil,"classified as first-class banana 
land based on texture and depth.” 

I suppose he is trying to find out what he knows 
about texture and depth, which I know nothing about. 
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MR. BENDER: iI thought he went beyond that, your 


THE COURT: I don't know. That is what I was 
guessing because I had notioed that and I didn't know what 
it meant. Texture I could understand but not depth. 

A The texture of the soil in Tiquisate was somewhat 
Gifferent from the testure of the soil in places like Hondur 
ana Almirante. It was more volcanic in origin, meaning 
it was more porous and did not hold the water as wel, which 
required more irrigation at times. The depth referred 
to the depth of top soil. 

THE COURT: That is blown away in a hurricane? 

THE WITHESS: Yes. 

A (Continuing) I just know that Almirante, Honduras, 
had top soil two and three times as deep as the top soil 
at Tiquisate. I would not be able to give you a figure on 
that, but it was far, far more top soil. 

Q And you mentioned this morning, I believe, that 
the Valery had shallower roots than the Gros Michel, 80 
this was a factor, was it not? 

A It was a factor, indeed. 

Q ‘The next item is minimum temperatures and other 
growing conditions. 

What did you interpret that to mean? 
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A Weil, the *ixst page explains that, too, to some 
extent. “Low tesperatures that could cause chilling and 
other inclement wiather affecting normal maturity of fruit." 
Q Tiquisate came out fourth in that. How did you 
interpret that result? 


A Well, as a matter of fact, it was a fact that I 
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observed when I was there on my first trip. The growing 
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conditions at Tiquisate wire reasonably good when I was there 
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and when I got over to Banane:’a across the mountains, also 
in Guatemala, it was very cold, so cold we were getting 


damage to the fruit overnight from the cold spell. In these 


Ra ee 


two numbers Tiquisate is rated number four and Bananera 


leeds wn 4 


rated number «ix, and I think they reflect, at least party, 
the condition I have just mentioned. 


The other growing conditions would include, of 


; 
6 | 
; 


we 
ar | 


course, moisture, and Tiquisate did not have quite the 


‘ad 


evenness of rainf#1l that we got in other divisions. To 


39 


the extent it af“ected it, it did not overcome the disadvan- 


8 


tage that Bananéra had in some of these respects. 
So it turns out to be a medium division so far 
as minimum temperatures and other growing conditions are 


Concerned. 
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Q In regard to this item, minimum temperatures, did 
you interpret that to mean the temperatures at Tiquisate 
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itself? 

A I was talking about that. There is a temperature 
problem I referred to earlier in shippping bananas across 
the mountains from Tiquisate over to Puerto Barrios for 
shipment in our ships, on taking the fruit at tropical temper- 
atures, hot, 80, 90 degree temperatures, transporting them 
over the mountains where it was cold, not necessarily cold 
enough to freeze it but cold enough to chill the fruit, 
and then taking it back down to sea level and again the 


very hot, humid conditions of a seaport in that area would 


| 
| 
| 
i 
cause problems in the rivening of the fruit. 

Q How did that particular factor affect the Valerys 
compared with the Gros Michel? 

A The Valery was much more susceptible om that 
sort of thi.g. Greater damage could be done to the Valery | 
than to the Gros Micnel. 

Q Is there any category on thir table which you would 
interpret to include that factor? 


A No. This would be the one I ,uess that would 


| 
have it. ‘This was the only division where we had that prob- | 
lem and it would be a little bit silly to rate everything | 
number one, because nobody had that probi.em across the i 
i 
mountains. 

Q Would that be an edded factor? 
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A Yes, this wae in our thinking at all times. It 
doasn’t happen to sh: up in this table. 

Q The next item ig wind damage. What does that 
refer to? 

A Two things. First of all, ‘owdowns, and secondly, | 
whipping of che leaves in a wind the 8 not severe enough 
to blow the plant down. 

Q What does that do? 

A If a lea? is shred“ed by the wind, these are great 
big leaves, not tco strong, and if a wind shreds it, as can 
happen with a reiatively moderate w.nd, the leaf then be- 
comes a less cfficient mechanism for producing a banana plant; 
a banana bunch, and it takes the bunch longer to mature 
on the stem than would be the case if the leaf had stayed 
at its full potential. 

There was a third affect. Occasionally you 
would get scarring on the fruit by the wind blowing the leaf 
against the tender young fruit and it would make a mark. 
It would not produce normally a bruise that would be 
rotten but it would make a mark that would make the fruit 
a little less marketable in the market, visual. rejection. 

Q The next item is expansion pctential. Tiquisate 
Came out number two on that. 

How important was expansion potential in terms 
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of the growing of the Valery? 

A Despite our belief that the Valery banana was such 
that we would not rectiire expansion, all ofus in the back 
of our heads were prepared to find some day that we had | 
overestimated this and the possibility of expansion was } 
always studied even though we were morally certain it would : 
mot be necessary. But it was something that we couldn't | 
completely overlook because it could be that our experiments | 
would turn out to not be indicative of conditions under 
full plantation size development. 

Q Relative location. Tiquisate came out sixth and 
Bananera first. Why was that? 

a I suspect this thing -- in fact, I am sure this 


is what you were asking me about. Transportation over the 
mountains to the eastern side of Guatemala is reflected in 
that figure more than che r aimum temperature figure. Tiquisste 
you see was 300 odd miles from the port and we didn't have 
any other division that was more than just a handful of miles 
from the port. In fact, the whole purpose in -- one of 
the main things we lcoked for in locating a division was 
easy, quick, immediate access to deep water. 

Q The next item is political climate. Tiquisate 
and Bananera came out tied for fourth and Honduras was sixth. 

What were the underlying facts there? 
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My o«S @valvation would have been slightly differ- 


3 ent. I would Save ranked Honduras a little better than 

4 Guatemala, but at the time this memoraadum was prepared there 

5 was a very serious proposal in the legislature in 

& Bonduras to expropriate foreign-owned properties. Our 
information from the tropics made it seam very serious and 

$ that, I am sure, affected all of us in considering the 

report at this time and we did not rate either of 

the Guatemalan divisions quite as bad. The fact of the matte 

isover a longer period of time Goutemala was usually worse 

in its political climate than Honduras and you had the 

things that I think have been testified to here before, 

thatpeople were being killed, there was a blocdy — 

MR. BENDER: I object to that. The witness is 
referring to events that took place after 1961 in relationshi 
to something that was supposedly done in 196). 

THE COURT: That's how you project future events 
by history to some extert. 

2 MR. BENDER: By now taking his hindsight and 
2! | reading it into this chart? 


a THE COURT: Wo. What he is trying to say is in 196 
z | he recalls that people had earlier been killed and he 
a would have rated Guatemala lower on the political climate 


R 


scale. 
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Is that what you are trying to say? 

THE WITNESS: Exactly. 

THE COURT: That ia what I thought he said. 

Q Were there in fact subswquent events which led you 
te reconsider the rating of Guatemala concerning political 
Climate? 

MR. BENDER: I cbject, your Honor, unless we 
have that pinned down in time. 

THE COURT: Yes, I think he is entitled to that. 

MR. KLINGSBERG: We have in evicence, your Honor, 
a number of documents whic: have been admitted an} I 
won't take up the Court's time. 

THE COURT: I think it would be better to proceed 
by a series of specific events and then get comments from 
Mr. Sunderland about those events. 

I will allow a general question about whether the 
political climate got better or worse after 1961, and then 
from then on, no matter what answer you g»t, you can then 
probe further on specific events, if any. I don't know. 

MR. KLINGSBER:G Thank you, yoir Honor. 

We will put the documents together and cone 
back to that. 

THE WITHESS: To answer your Honor's qui:tion, 


it got worse. 
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Q Now, thereafter during 1961, did you continue with 
your research oi the Valery banana and on the boxing question i 
A We did. 
Q Despite the rating of Tiquisate in Defendant's 
Exhibit 180, did you in March 1961, decide to close 
Tiquisate down or did you continue to operate the plantation? 
A We continved to operate it throughout until the 
final decision was made to close. We even built some 


experimental boxing stations in Tiquisate. 
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THE COURT: Somewhat? 
THE WITNESS: Experimental boxing stations. 

A And we did a good deal of work in experimenting 
with cocos banana which was the low growing Gros Michel 
banana. 

Q Was the Cocos resistant to Panama disease? 

A No, it was not, but it was low growing so we 
lost somewhat fewer plants when there was a high wind. 

Q Did you run into any particular problems with you 
boxing in Guatemala? 

A Yes. The Guatemalan Government refused to ‘et 
us import the materials to make boxes. So that handicw »ped 
us very severely. 

Q In 1961, was your accountinc staff reporting to 
you concerning the cash flow situation in Tiquisate? 

A Yes. 

Q And what effect did that ‘seporting have on your 
thinking concerning the ccatinued operation of that division 
A Well, I lookee at cash flow figures, earnings 
figures and production figures from all divisions regularly. 
As Tiqguisate got nearer and nearer to a negative cash flow, 
it became obvious that we would have to make a decision one 


way or the other on Tiquisate until it finally reached a red 


figure and we were losing more money by operating it than by 
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closing it down. Until then we kept it going, but I dica‘t 
feel that we ware justified in keeping the division going 
where even the cash flow was negative. 

Q According to Defendant's Exhibit 222 in évidence, 
which is a report to you from Mr. Carpenter--who is Mr. | 
Carpenter? 

A He was our financial Vice president. 

. Q ~-to you dated October 2, 1961, the cevised sales 
estinates indicated that any cash loss, during 1952 shouid 


be relatively small, reierring to Guatemala West. 


Based on that report in October, 1961, what, if 


anything, did you decide to do concerning the continued 
operation ef Penkants in 1962? 

A i-had datermined eariy, and had told the Board 
of Directors, that £ would try to keep Tiquisate going as 
long as there was a positive cash flow from the division, and 
this report, which I remember, led me to believe that we 
could keen it going throughout '52. 

MR. BENDER: What is the date of that report ~nd 
che exnAipi: aunoexs? 
THE WITNESS: Cctober 2, 1961. It is Defendant's 


Exhibit 222. 
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Q Mr. Sunderland, you testified yesterday that 
based on Defendant's Exhibit 222, which was the report from 
Mr. Carpsnter datad October 2, 1Y61, to the effect that the 
cash loss during 1962 should be relatively small, that yeu 
planned to continue your operations at Tiquisate through 
1962, do you recali that? 
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And in that connection, did you authorize expendi-! 
} 


tures for the construction of a boxing station? 
sented it to the Board at the March 
and she Board of Directors authorized an 


advance of $56,300 requested by the Tiquisate Division for 


haenteieeteetienanediaie unk teat 


construction of a hoxinag station. 
Q Did you aiso authorize expenditures for planting 


Ceces bananas in the Tiguisate area in 1962? 


1962 meeting the directors 
authorized me to advance $75,000 to the Tiquisate Division. 
tT have no objection to the witness 
reading fro mants or looking at documents and then testi- 
‘ 
fying, but £ think the record should indicate that. He is 
have no objection to 
I think it would make the record clearer if it was 
indicated what documents he is looking at in connection with | 
his testimony. 
THE COURT: What I assume is in a sense it is 
past recollection recorded and he is using it to refresh 
his memory. 
MR. BENDER: I have no objection. 
THE COURT: I suppose if you are reading a pass- 


age you can say "I quote" and that will make the record 
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clear. 
3 | A To make the record clear, the $50,000 appropria- | 
4 tion for a boxing station was authorized by the Board on ! 
. March 26, and I have in front of me a memorandum quoting the 
<! resolution of the Board and I sent a copy to Mr. Miller, who 


was head of our Agricultural Department. 
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My second testimony about the $75,000 appropria- 


tion for planting Cocos bananas in Tiquisate is based on a 


quotation from the resolution of the Board of Directors 
passed April 18, 1962, and I have a copy in front of me, as 
I testified. 

MR. BENDER: What are those DX numbers? 


MR. KLINGSBERG: Defendant's Exhibit 261 and 264. 
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iumderiand, in the course of the operations 
sicoia de Guatemala, did that corporation as 

its cim beard of directors, make requests for 
authorizations of this sort? 
A rt did. it had its own board of directors and it 
) 
made its own r <8. 
THE SITiesISs Your Honer, when I refer to the 
Ticuisate Division, that is another way of saying this long 
Spanish nam 
THE COURT. CAG, you mean? 
THS WITWESS Yes. 
“RE ORE When you aay division, you also mean 


a subsidiary? 


THE : A subsidiary corporation that ran that 


division. 


COURT: CAG? 
WITNESS: Right. 
CAG substantially cease its operations during 
1962 or did operations continue? 
Oh, cperations continued. 
Were these operations affected by blowdowns? 
Yes, blowdown was a continual problem at Tiquisate. 
Q Would that affect the amount of the production 
coming out of Tigquisate in this period? 
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NP 


A Very definitely. 


SE EE RAN Ee 


Q Viere those operations affected by Panama disease? 


af A Definitely. 
ft ‘ 
1a 4 
Si Q Did Panama disease affect the amount of production | 


¢\ coming out of Tiquisate in 1962? 
iy A Very definitely. 

( 
3 I Q Yesterday bis Honor suggested that I may ask you 


ean introductory question in regard to the political situation: 


in Cuvatemala. 

Do you recall your testimony in regard to the ‘ 
document where the two Guatemala divisions were listed as 2 
i mumber four and Honduras was number six and that was as of 
a March 19617 
iS it A Right. You are referring, of course, to our 
evalvation of the political climate in those two countries? 
i Q Right. 
ie | A Right. 
iF Q Did you regularly receive reports from personnel 
“ ; din Guatemala reporting on the political situation there? 
A Yes, indeed. 
all Q Did you consider those reports in assessing how 
you were going to proceed in developing your Tiquisate or 
/ = your Bananera plantation? 


a8 A Of course. 
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Did ine political climate after March, 1961, get 
worse Or bettszus 

A It Got worse, 

2 I ahew you Defendant's Exhibits 236, 237, 238, 
244, 245, 246, 247, 248, 249, 250, 251, 259, 264, 270, 
269, 266, 268, 272, 273, 301, 303, 302, 339, 325, 326, 323 
anc 322 end ask you if these are telegrams which you 
received reporting on the political situation in Guatemala 
during 1961 and 12°2 but following the March, 1961, witb 
about which you testified yesterday? 

a 7@ icoked at ali the exhibits you have shown 
me. They consist of a series of telegrams over a period 
of several months xecounting a whole series of situations 
chat shows a rather chaotic condition in Guatemala. 


Peopie were being gunned down on the street, there 


were strikes. We had a man kidnapped, we had our office broken 


into and the safe rifled. There were student demonstrations, | 
there was martial law declared. There was a whole series 
of things I can elaborate on but it all added up to a very 
chaotic political situation and one that was very difficult 
for us to keep in business. 

Our telegraphic communications were cut off, our 
trains for transporting fruit were interrupted. We had a 
very difricult time. 
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Q I show you Defendant's Exhibits 205 and 212, alsc 


dated May 11, 1961, and duly 13, 1961, 


| What happened tc your labor relations man in 


LA 


Tiquisate in 19617 i 
6 i A My memory is refreshed by DX 205, a telegram telling 
me that our labor relations man in Tiquisate was shot and 
killed in the company office that day. A man invaded the 
office and killed him at his desk. 

THE COURT: In Tiquisate? 
fe THE WITNESS: In Tiquisate. 
Ie § A I am further refreshed by DX 212, a cablegram dated: 
July 13th, telling me that the government had imposed a | 
; state of siege for 30 days suspending all constitutional 


guarantees because wf an uprising the day before. 


ae 


Q And did there come a time in or about Pebruary 6, 


1962, when one of your employees was taken prisoner in 


RSMAS = SRI 


ota henner onl 


Guatemaia? 
j 


+. 


A There was, and Defendant's Exhibit 238 is a copy 


i 
q 
j 


vem 


of a cable I received tellinc me that a group of 60 civilians; 


~ 


5 en 
- 2am 


had captured a military detail and taken the office of 


m7 
x 
» 


“{ tha United Pruit Company in the Isthmus of Guatemala and 


3 
~ 
tm ee re ee 


2 |, robbed our cashier's gafe and took as a prisoner Mr. Richards 


24 | Who was our cashier in Bananera. At the moment I don't 


SO Na 


;  c@member how long he was held a prisoner but they had him 


‘ 
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for a measuzeble period of time. 
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BY MR. KLINGSBERG: ' 

Q Now, how did these events affect your thinking in 
regard to the comparative position you would place Tiquisate 
as compared to your other divisions in regard to the decision; 
where was the best place to grow the Valery bananas? : 

A These are illustrations of the events which led 
me yesterday in my testimony to say that personally I would 
have evaluated Guatemala as the company having the poovest 
political climate -- the worst political climate for a 
company to do business. 

I think it was much worse than Honduras. It 
obvicusly is a very important fact that has to be considezed 
whan you are deciding where to concentrate the new business | 
that you are trying to create. 

Q Is it a fact that eventually it was decided to 
develop the Bananera or the Guatemala East Division for 
growing the Valery bananas? 

a We did eventually decide to do that. 

Q Did Guatemala East Bananera become your Valery 


preduction area? 


Q Will you explain to his Honor why it is despite 
all of these events which you briefly summarized from the 
exhibits in evidence yov continued with the development of 
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Guatemale Fast? 

A Weil, history had shown us that over the years it 
was wise not to have too many eggs in one basket and that 
conditions could change. We tried to keep from having two 
divisions in a single country if it could be avoiced. 

At the time I came in we had two divisions in two 
different countries. Guatemala had two Givisions, one 
Tiqaisate, the other Bananera, in Panama we had two divisions, 
one was Armuelies and the other one was Almirante. 

Panam? was a much more stable country and while I 
was worrying about the two divisions there, I was con‘ronted . 
with that fact, they were there, and there was no evidence 
during the time that I was in office that the political 
hientie in Penava would make it impossible or difficult 
or dangerous for us to maintain two divisions there. 

Guatemala was to the contrary. Throughout the 
time I was in office we had problems of a political nature, 


we had union problems. There were a whole series of problems. 


in Guatemala and it seemed to me for quite some period of 


time that we had too many eggs in the Guatemala basket. 

Q Was there anything in these events which you have 
summarized which would affect your thinking on Tiquisate 
differuntly than your thinking on Rananera? 

MR. BENDER: Are you asking him about his present 
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thinking? I object, your Honor. 

MR. KLINGSBERG: No, I am asking about his 
thinking in 1962 and 1963, when these events occurred. 

A Well, there is a very obvious difference in the 
geographical situation of the two divisions. 

Tiquisste had no commercial communication with 
the outside world, except through a iong rail haul across 
the mountains to Bananesa. 

Bananera, on the other hand, was right on the 
oceans and our ships cams in there, we had regular communi- 
cation. We could operate a great deal more freely there than 
we could off at the end of the IRCA railroad line in Tiquisati 
So there were many differences and the advantages were 
all on the Bananera side and the disadvantages on the 
Tiquisate side. 

THE COURT: But didn't you have to ship by rail 
from Bananera to Puerto Barrios? 

THE WITNESS: Very short -- 

THE COURT: A short run? 

THE WITNESS: Oh, yes. 


THE COURT: I thought you said now you had a port 


THE WITNESS: Oi, yes. We could have taken it 
over by truck if we wanted to. We had a contract -- 
SR STHERN DISTRICT COURT REPORTERS 
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So3 COURE: But you still had to go to Puerto ' 


Barrios? ; 
Ta5 WETNESS: Oh, yes, but it was right there. 
THE COURT: I just want to get the facts here. | 
THE WITNESS: Yes. It is very close. ~ can't wn 
you how many mies. It's very close. : 


Q Coming to the early part of 1963, did you continue i 


i 
j 
te get reports from your various personnel concerning this | 
project that you had instituted on the development and 


commercializaticn of the Valery banana? 


Bev wonek 


A Yes, indeed. 

Q Was it ascertained, for example, whether the 
Valery banana was completely blowdown resistant? 

A No, It <-- 


MR. BENDER: What period are we talking about? 


PR ES ERT ARENT 2 SE EA 


MR. KLINGSBERG: Early 1963. 

A The blowdown situation is as I testified yesterday. 
The low-growing plant, which the Valery was, did not blow | 
down as easily as the mach taller plant, which we had with | 
either the Cocos or the Lacatan. ‘This does not mean it was 
immune} to blowiowas. You could have winds that would | 
blow down any kind of a banana plant, regardless how short 
St might b , but the amount of losses from blowlowns with the 
low-growing Valery were substantially less than with the 
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talier-growing plant and substantial to the extent that 


it would make the difference many times between a profitable 


division and a non-profitable division. 
Q Who is Mr. Van Diepen, who is the author of 
Defendant's Exhibit 328 in evidence? 
THE CCURT: That is in the record. He is the 
manager of the Tiquisate Division. 
MR. KLINGSBERG: No, at this time. 
THE WITNESS: His role changed. 
THE COURT: Excuse me, go ahead. 
A Van Diepen was the manager of the Tiquisate 
Division when I made my first trip to Guatemala. 
He later came to the Boston office and became our 
vice-president in charge of research. 
THE COURT: When was that? 
THE WITNESS: Probably 1962. 
Q Now, there was a Valery seedbed in Honduras, 
was there not? 
a There was. 
Q How long had that Valery seedbed been in Honduras? 
A Honduras had been the center of your research 
activities for 30 or 40 years and in these research farms 
that were maintained there we had planting materials that 
had been brought back from all portions of the slobe. 
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We had scientists making round the world trips to get new 


es ee re | 


plenting matezials, new types of bananas hoping by cross- 


ee 


breeding or by iuck finding a strain of bananas that would 
do things that currently known strains did not do. 


The Valery seedbed had been established probably 


ret ee ee 


25 years eaxiier and planting material comprising the 
Valery saedbed had come from a place that has since obtained 
& lot of reknown, it camo from Saigen and the jungle areas 


back in Saigon end then Indo China. 


~. AB SE Te 


The seadbed had been grown there and watched for 
over the 25 yenzs, but no attempt had been made to expand 
that banana or any of the others in that plot into commarcial 


ovantities. 


ee 


Q Now, were Valery bananas subject to other diseases, | 


such zs Moko disease or Sigatoka disease or Nematodes? 


— os see 


A Yes, they we:e, but the one disease that we could 
not handle and the ona disease that was putting the company 
out of business wae Panara disease. 

Q Was there any problem in transporting the seed from 


Honduras to other places? 


the seed was being tvansported. There were very stringent 


A The problem revolved around she country to which ! 
restrictions in Guatemala against bringing in seed from 


other countries unlezs you left the sead jin a quarantine 
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; | seedbed in Guatemala long enough for the Guatemalan governmen 


4, into that country. 


gt pe nee 
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to make sure that you were not bringing new diseases | 
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Q In or ebout. June 1963, did you start considering 
whether cr net certain places would be used for Valery 
banana development and certain other places could be closed 
down? 

A As the experimental, and later smaller osidieiusiehia 
quantities of Valery banana came to mark: ., and as we con- 
tinued to find that the banana sold well, that it was liked 
by the consumer, and that it had such a much better rate of 


production than our older bananas, as these things began to 


No a ee ce re ene et eee ee Be 


com2 into focus, cbvieusly the next question was where would 
we make our principal production of these bananas. 

The amount we would get, and the fact that we did 
not have to move cut all the time because of Panama disease 
meant that we didn't need nearly the acreage that we had. 

In fact, we probably would get by with a quarter, 
certainly less than half of the acreage that we then had, 


ana the probiem was to pick the best acreage to grow this 


| 
: 
| 
i 


because we had a very serious problem. 

The advent of Ecuador had created a dramatic 
change in the economics of the banana business. With ere 
production out. of Ecuador and with the Government behind it, 
we had to get our costs down so that we could produce bananas 
as cheaply as they covld be bought in the open market in 
Ecuador. 
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The financial condition of the United Fruit 


3 


Company largely came about by failure of the earlier manage- 
4. ment to realize what Ecuador was doing to the company. They 
~ | kept thinking that Ecuador would gO away, but Ecuador didn't 
gO away. ' 

« a THE COURT: When did the Ecuador problem start in 
point of time? 

THE WITNESS: In hindsight, you can see the charts 
> ; that started to show it in 1950. Before then it had been 
spasmodic. But beginning in "50, the trend starts up and 
it's easy to solve other people's problems by hindsight, 


but there is no question as a matter of hindsight that the 


United Fruit management failed to realize the threat that 
; ; Ecuador posed to their then growing areas, and their then 
program of growing the Gros Michel banana, because the com- 


| Peony was being driven out of all its established divisions. 


6 The expense of continual moving was a r’.nimum 
: of $25,000,000 a year just to keep even with Panema disease. 
a That was the cost of going into new 2reas every year and it | 
“: was bound to go up. 
& , THE COURT: But have you got any figures on the 
ra 


, Production, the volume of production of Ecuador? 
THE COURT: Oh, yes. 
F MR. KLINGSBERG: We have all of that, your Honor. 
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We are going to put that in through Mr. Mason. 

THE WITNESS: In round figures, Ecuador produced 
enough bananas to satisfy the entire North American Continent 
They didn't ship all of that because there weren't enough 
people to buy all that, but it was there ind the figures 
showed it. 

Q Now, his Honor has used the te:m “Ecuador problem; 
you have used the term "Fcuador threat.” 

Was the situation such that there was strong com- 
petition, from Ecuador? 

A It was the competition from Ecuador that was put- 
tinc the price of bananas down below our costs of production, 
and was putting the company into a loss position. 

Q I would like to show you Defendant's Exhibit 
341 for identification, which is a memorandum from Mr. Car- 
penter to Mr. Sunderland, dated August 6, 1963. 

You have already identified Mr. Carpenter as the 
comptroller of the company, is that correct? 

A Comptroller and the financial vice president. 

Q You identified yesterday, Defendant's Exhibit 


222 in evidence, which was a memo from Mr. Carpenter dated 


October 2nd, 1961 to you concerning the situation in Guate- 


mala West or Tiquisate. 


Do you recall). that? 
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E. Gas 
Q And is it a fact that Mr. Carpenter reported 
regularly tc you on the Tiquisate situation in 1961, 1962, 
1963? 
A He did. The Tiquisate Division had been in the 
red for some time, put as long as there was a positive 
cash flow, then it could be argued that we should keep the 
division going and we did. 
But about this time it became clear that even the 
cash flow would be negative. 
Q Is Exhibit 341 a decument which was made by Mr. 
Carpenter in the regular course of United Fruit's business? 
A It was. 


Q And was it the regular course of business of 


United Fruit for Mr. Carpenter to make and send you such a 


document? 
A Yea, indeed. 
Q Was it the regular course of busiress of United 
Fruit Company to keep such documents? 
A Yes. 
MR. KLINGSBERG: I offer Defendant's Exhibit 341 
in evidence. 
MR. BENDER: Your Honor, may I have a voir dire 


on this? 
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THE COURT: Yes. 
VOIR DIRE EXAMINATION 
BY MR. BENDER: 

Q It is correct, is it not, Mr. Sunderland, that 
Mr. Carpenter prepared this memorandum on your instructions? 

A It is. 

Q And those instructions were given to him after 
the management had decided that it was going to pull out 
of Tiquisate completely, isn't that correct? 

A No, that characterizes a little more differently 
than I think was the real fact. 

The management was quite aware of the fact that 
Tiquisate was the least likely of our divisions. We had 
not made a formal decision to close, but certainly the evi- 
dence was in the offering that this probably would have to 
happen sometime before too long. 

Q Wasn't the purpose of this memorandum to present 
to the Board of Directors the management position to close 
down Tiquisate? 

A Oh, yes. It was in preparation for a report to 
the Board as to what we should do about Tiquisate. 

Q And the decision had already been made to close 
down Tiquisate, is that correct? 


rn No, no. That decision would have to be made by 
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the board of tirn-ctors. 
| 
Q a -" not asking about the Board of Directors, 


I am just taisxing shout the management level. 
Isn't it true that at the management level, which 
is yourself and the people around you, Mr. Miller and Mr. 
Carp.ater, that the decision had already been made in the 
July meeting to close Tiquisate? 
A There is no doubt that my opinion was we should 
close down Tiquisate at this time. 
Q And Mr. Carpenter understood at that particular 
point in time your feelings on the matter, isn't that cor- 
rect:? 
MR. KLINGSBERG: I object, your Honor. I think 
this is getting into substantive cross examination. 
THE COURT: No, I think it is proper voir dire. 
t is the motive and the basis on which the memorandum was 
written and you have offered it in evidence. 


i think he is entitled to that. 


A Immediately prior to this memorandum of August 
6, which is DX 431, we had had a management committee meet- 
ing and we had concluded that we would recommend to the Board 
of Directors that the division be closed as soun as the cash 
flow was negative, and it then looked as though we were 


immediately confronted~-would immediately confronted with 
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a negative cash flow and I asked Mr. Carpenter to bring to- 
gether all the facts so that we can make one last analysis 
and then tell the Board the story. 

Q Yes. 

Mr. Sunierland, it states quite clearly on DX 341 
that it was your intention that the data be furnished to the 
directors at the September meeting when they will be asked 
for approval of the elimination of the division, isn't that 
correct? 

A That's what I just testified to. I had made up 
my mind that this was the recommendation that I would make. 

Q But it doesn't say anything in there about the 
division being in the red or anything else, you had made up 
your mind that you were going to submit to the Board of 
Directors the recommendation upon which they should act on 
which called for the elimine ion of the division, isn't that 
right? 

MR. KLINGSBERG: I object. It is a mischaracteri 
zation of the document. 

THE COURT: That's right. The first paragraph 


says what the losses were, if you look at it. 


MR. BENDER: I am only «sking about the covering 


letter, your Honor, from Mr. Carpenter to Mr. Sunderland. 


THE COURT: Ask him about the memorandun. That 
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is really the key. The letter is just an attachment. 

MR. BENDER: But, your Honor, the letter is the 
motivation for the preparation of the document. I would 
like to get the motivation and then I will go int that. 

THE COURT: I understand. But it is not fair, 
in my judgment, to ask a man whether he has eliminated any 
reference to past losses when the memorandum is attached and 
the first paragraph refers to losses. You can't do it that 
way. 

In other words, the covering letter doesn't say 
anything about reasons, so you can't ask him why he didn't 
on that. 


MR. BENDER: May I rephrase it, then, your Honor. 
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Q It is fair to state that the memorandum that's 
attached to DX 341 was prepared based on the decision of 
management to recommend to the Board of Directors the elimin 
tion of the division at the September meeting, isn't that 
correct? 

A I would phrase it a little differently. I don't 
want to fence with you. There is no question we were arriv- 
ing at a conclusion that Tiquisate should be closed. 

At the management meetings I was given orally all 
these facts that are now set forth in the memorandum marked 
DX 341. 

It was our habit in executive decisions to make 
the decisions as a group in a group meeting where I would 

nave the production people, the financial people and all 
others involved, present. 

We reviewed all the facts now set forth in this 
memorandum and it seemed very clear to us that Tiquisate 
should be closed. And in my mind I was pretty sure that I 
must recommend this to the Board because we were suffering 
losses there. I asked Mr. Carpenter to put it all down in 
black and white so that we could all review it and make 
sure it did state the facts as we all knew ic, and that was 
the purpose of this nemorandun. 


THE COURT: Anything further on voir dire? 
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2 | QO It is fair to state that the memorandum that's 


w 


attached to DX 341 was prepared based on the decision of 


dn 


| management to ~evzommend to the Board of Directors the elimin 
5 | tion of the division at the September meeting, isn't that 
‘ - | correct? 
7 A I would phrase it a little differentiy. I don't 
3 , want to fence with you. There is no question we were arriv- 
? : ing at a conclusion that Tiquisate should be closed. 
20 i At the m:nagement meetings I was given orally all 
i these facts that are now set forth in the memorandum marked 
Me : DX 341. 
n : 4t was our habit in executive decisions to make 
16 the decisions as a group in a group meeting where I would 
“ae *S have the production people, the financial people and all 
| 6 


| others involved, present. 
t We reviewed all the facts now set forth in this 
memorandum and it omed very clear to us that Tiquisate 
9 , should be closed. An. in my mind I was pretty sure that I 
ane’ secommend thiz to tha ‘cad because we were suffering 
] a losses there. I asked Mr. Carpenter to put it all down in 
| black ané white so that we could all review it and make 


sure it did state the facts as we all knew it, and that was 


2 ® 8S RB 


| the purpose of this rnemorandun. 

THE COURT: Anything further on voir dire? 
! 
fT 
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divisions. 

It was clear that the soils in some of the other 
divisions were better for Valery bananas than was the soil 
in Tiquisate. 

We were continually confronted by lal ‘r problems 
and we had, of course, the problem of the very slow and in- 
adequate rail service across from Tiquisate to Bananera, 
which did not get better, continued to get worse, and, all 
things considered, wa made a judgment that this was not a 
division that held any future for the United Pruit Company, 
and that we would be better uff to go to divisions that, 
relatively speaking, had more advantages. 

Q In this same period of time, were you also con- 
sidering possible closing of other divisions? 

A Oh, yes. By this time we had already closed our 
division at Santa Marta, Colombia, we had already closed 
the division in Santo Domingo. And Nicaraqua, if it wasn't 
closed, at lease there was so little fruit coming out of it 
that it was not a major factor in our company any longer, 
and I believe it had been officially closed. 

Those had all be closed because they all were 
loss divisions and they all were divisions where the cash‘ 
flow had become negative and we just had to close them to 


stop the losses that were being occasioned there. 
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Q What were the divisions in which you planned to 
concentrate your production efforts in the future, as of this 
time in mid-1S63? 

A As of this time, there were two divisions that 
stood out above cthers as the very best places to grow 
Valery bananas. 

One was Honduras, where the Valery banana had 
been growing in our research Plots for at least 25-odd years, 
and “he other was a division just south of there, Almirante. 

Both these divisions had probably the best soil 
for growing bananas of any uf our divisions. They were two 
of the company's original mainstays in banana production, 

We had been driven out by Panama disease, but we still had 
all the installations, the port facilities, the town sites, 
the internal rail lines in the divisions to collect fruit, 
housing. All the things that went with an established banana 
division were still there, sc that we could go into those 
divisions, plant in the areas that had Panama disease and 
could grow very prolific crops at a very low cost base. 

I had arrived increasingly at the decision that 


the initial commercial production of Valerys should be in 


those two divisions. It had to start sooner in Honduras 


because we had the seed chere. As fast as we could get some 


seed into the Almirante Division, we took it down there, but 
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it takes time to develop plantings. You can only expand 

a banana planting about five times a year. If you start 
with one acre and you wanted to take what seeds you can from 
that planting, you can get five acres the first year and 

25 acres the second year. Your multiple of five is about 
what you are confronted with. 

We had more to start with in Honduras so we could 
get going faster there, but Almirante was to be the second 
one. 

Q What were your plans for Golfito and Armuelles 
in mid-1963? 

A Those two division; were newer divisions. Neithe 
of them had had the crippling effect of Panama disease yet. 
We knew that it would come because there were little spots 
in both divisions where Panama had started, but we knew we 
had several years to turn around in before either of those 
divisions would heave a serious problem from Panama disease 
and so we thought that those two divisions should come later 
on the schedule of Valery Plantings. But we had them very 


much in mind right from the very beginning. 
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2 in this period of time were you considering either 


of those two divicions as a means of compl? ance with the 
divestiture provisions of the consent decree? 
A We wore, ' 
Q How jong did you have in order to comply with 
thesa divastiture provisions? 
A Tae concent decree requized us to make a report 
to the federal court on or before june 30, 1966. 
THe CouRT: I think we are piungixng into this here, 
What part of the consent decree ere you referring to. Make 
that clear first. Thore was a part dealing with the railroad 
€svestittiie. Now you are dealiag with some other divestiture 
HR. KLINGSSERG: Mark, please, Exhibit 498 for 
identification, which is a copy of the final judgment in 
Onited Fruit Company, Civil Action No. 4560, in the 
United States District Court in the Eastern District of 
Lovisiana dated February 4, 1958. x will offer that in 
evidenes, 
MR. BENDER: Wo objection. 
‘hu tendamt's Exhibit 498 recaived in 


evidence.) 
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Q Mr. Sundecland, just to 35 back a moment, 
Defendant's Exhibit 334 in evider %, * Gi vy Of which I will. 
pass up to his Honor, states: 

*The following present sources of supply wiil 
either cease to exist or will no longer be required,” 
end then it lists Guatemala, East and West, Nicaragua, 
Ecuador, Colombia-Santa Marta, Santo Domingo, Golfito cr 
Armuelles consex:*: decree. | 

I believe you testified just previotsly that sowe 
ef these divisions had already been shut down. 

Dees this refresh your recoll, stion es to what the 
situation vas as. .sune 20, 1963? 

A It looks from this memorandum as though there was 
some fruit coming out of Santa Marta still. It would be my 
recollection that the company operations other tian purchasin 
fron a few sinadelaiaieih independent producers was at a virtual 


standstill, but it would look as though maybe we had not 
n ¥ ° 4, 
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| ¢aken formei acticn to close that division as yet. It no 
longer was an importart producing center for us. 

| T am a little perplexed by the reference to 

| Nicaragua. There was no production on the east side of 


és Nicaragua, I am confident of that. There were times when we 
purchased from a few independent producers on the Pacific sidi 


9 ' of Nicaragua and this is probably what this memsrandum ref od 


yi to. We had no company installation there that amounted to 
j 


anything. In fact, I think we had no company installation, 


j poriod. 
Me Ecuador continued to be the balance wheel and 
“| if we ran short of fruit to satisfy our customers we went 
to Ecuador, if we had to. But about this time our supplies 
began to be a little better and we were obviously looking 
forward to the time when we would not have to go to Ecuador 
at all. 
THE COURT: Let me ask one question. 
Pid you ever own a plantation of your own in 
Ecuador? 
ai THE WITNESS: ‘Yes. 
al THE COURT: When wae that? 
fa THE WITNESS: We owned one when I first came. 
23 | It was having trouble from Panama disease. 
ws THE COURT: What was it called, so I can follow it 
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Does it have a name? 


THE WITNESS: Yes, it had one but I can't come up 


MR. KLINGSBERG: Was it Guayaquil? 

THE WITNESS: That is just the port. 

TES COURT: It doesn't matwer. I thought it might 
be a point of referen-e. ‘ 

THE WITNESS. I won't use the name, your Honor. 

THE COURT: Where is Turbo? 


MR. KLINGSBERG: Turbo. 


§ 
h 


7 
if 
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THE WITNESS: Turbo is the one I testified yester- 


Gay that is right at the border of Cole ia and Panama. 


Q you referred to Almirante, that is not listed here. 


ss 


~ 
a 
Cee 


Is that the same as Bocas? 


A They are synonymous. 
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a Defendant's Exhibit 498 in evidence, the consent 


decree, paragraph VIII, subdivision (E), provides: 


SSS 


"Not later than June 30, 1966, United shall submit 
to this court for approval 2 plan for compliarce with the 
obligation imposed upon United by the provisions of paragaphs 
(A), (B), and (C) above." 

Now, in or about June 20, 1963, what divisions 
were you thinking of for compliance with that provision 
of the consent decree? 
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A We wure thinking about primarily Armuelles but 


possibly Golfiito. 


Q What was the basis of selecting those divisions? 

BR The consent decree reqvired that it be a division 
that produced Gros Michel bananas, and these were the only 
two divisi . that couid produce a Gros Michel banana. 

Q Was there any other reason why you were selecting 
one of these two divisions under the consent decree at this 
tine? 

a Since these two divisions were our best two divisions, 


there could be no question in the mind of the government or 


the court 7-f our good faith in complying with the consent 
decree if we caxne forward with a plan that involved spinning 
off or ssliing one of our two best divisions. Both divisions 
were close to the Panawa Canal so that they could supply 
either the west coast or the east coast of the United States 
and they were both money making divisions and again, 

as I said, there could be no question about our goed faith 
in trying to comply with this decree if our pian involved 
one of those two. 


THE COURT: "et me ask you, did you ever submit a 


plan? 


THE WITHESS: Oh, yes. 


THE COURT: What did ‘that provide finally? 


LAPTG ii! it? COURT REPORTERS 
UNITED STATES COURY HOUSE 
i > a be A ad = = . ~~ 


=~ son Yet ‘2 hI 3 


& 


» 


_ 


A 1775 


gqurf 6 Sunderland - direct 
It is too complicated, I guess. 

THE WITNESS: I can tell you in two or three 
sentences. The plan eventually submitted -- there were 
some extensions cf *he time and I am not sure of the exact 
date it Sinaily went into court. The plan inwolved the 
spinoff of Arwzelles, our beet division. The problem 
devel-ced with the Government of Panama, who told the court 
and the Government of the United States officialy that 
they would not recognize the power of the federal court to 
order a divestiture of that division and that we could enter 
all the orders we wanted up here, they would not be observed 
in Panama. | 

Official statements to that effect were sent to 
our Secretary of State and it became very clear that there 
was a complete impasse. 

At that point the federal court reconsidered and 
a new plan was submitted and eventually what happened was 
the Bananera Division was sold. §o0 there was a complete ch 
in the plans of the Company in complying with the consent 
decree. 

THE courr: The Bananera Division was capable of 
producing nine million stems? 

THE WITHESS: Oh, yes, but we had co convince 
the court that the Valery banana would be all right, because | 
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the decree said it had to be the same kind of bananas 


we were producing when the decree was signed. 
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Q ‘There is reference to Plans A, B and C. Would you 
tell his Honor beiefly what the essence of each of those 
plans was? 

A Yes, I will. 

I would like to interrupt for one second, though, 
te answer a question his Honor asked a few moments ago. 

We call your attention to VIII, paragraph E 
about June 30th for “he date for submitting a plan. 

The earlier paragraph, VII, said that not later 
the same date, not later than June 30, 1966, we should divest| 
ourselves of the capital stock of IRCA, and I believe your 
Honor asked what that date was and it is specificzily covered 
in paragraph VII. 


° / 
Q And that was done, however, much earlier hen 


January 1962? 
A That was done way earlier, yes. 

Excuse me. Ask your question again. 

I asked you about Plans A, EB and C. 

Oh, yes. 

Paragraph A of VIII of the decree - I am now 
looking at the exhibit which you have handed me, 498 -~- 
it is almost illegible from this copy. I will give it from 
memory, your Honor. 

THE COURT: ere, I will give you mine. It is a 
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better one (handing). 

THE WITNESS: Thank you. 

A It required us to come forward on the date 
pinetabal which wes June 30, 1866, with a plan which invol 
& wupinoff. I emphasize that, your Honor. 

The first and obvious!y the preferred solution 
under this decree was a spinoff to the United Fruit stock- 
holders rather than . sale of assets to somebody else. It ; 
provided that the spinoff company, spinning off to our own 
United Pruit stockholders, the apimof’ company would have t> 
include appropriate liguid assets, proaucing banana lands, 
banana purchase arrungements ships, terminals and other 
essential assets reasonably «.lculated to be Capable of 
importing to the various coasts of the United States 
approximately nine million stems of bananas, and this 
Company should be ataffed with managerial and other personnel 
in a manner reasonably calculated to enable this new 
colpany to conduct the operation of the benana business by 
virtus of these assets. 

Q ‘hat dia plans + ana c provide, briefly? It is jus 
preliminary to asking you why you selected one of the other. 
THE COURT: These were alternative plans? 

THE WITNESS: These were alternatives, 

A B and C beth involved sale of assets to others. 
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stoci:holdecs wowid owa an entity that was is scmpe ticion 
with themselves is because Shey would etili own United 
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THE WiTNESS: That's right. No cifference, however | 
your Honor, tha: the spinoff, for ¢6xumpile, in the old standart 


Gil cases were -~ 
THE COURT: & understand jt is no different. 
“HE COURT: For a few moments the steckholders 
ef the original Standard O11 Caxpany owned five ox six 
Competing companies, but in due Course the gtock changed 
hande and they became completely independe::t and separate 
from us. 
Q bid you interpret the decree itself to prefer any 
particular of the three plans? 
A Yes. Ags I read it, there is ro cueétion that A, 
the paragrach A, which is the spinoff, was tke preferred 


solution. 


TH: COURT: That is the reason I aske< the question,. 


because then vou have no question of relat: ve valuation, 
THE WITNESS: Exactly. 
THE COURT: The stockholders would have a bundle 
of each, 
THE WITNESS: Exactly. Exastly. 
Q Cam you point to the provision which led you to 
SOTHERM DEST RIT) COURT REPORT ews 
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conciude that the decree preferred the A plan? 
MR. BENDER: Your Honer, is this realiy releva:.: 


54 in going into so much detail about which was the preferred 


on 


plan? 
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2 4 THE COURT: Weli, I think you have charged or allegdd 


5 
' 
motive hore in connection with Tiquisate and I suppose 


anything zelevent on that question is relevant. 
MR. BENDER: Becauze ultimately we ksow that : 
there was no spinoff, Bananeré was gold, so -- 
(i 3 THE COURT: We know that, yes. But we also ! 

: know that they had to struggle throuch to find out what to | 
sd ies : | 
cle 8 Would you answer the cuestion? 


A Paragraph H, your Honor -- 


THE COURT: You will be heerd on your side and 


you can cress examine, but I think it is admissible. 
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THE WITNESS: Your Honor, paragraph VIII, VIII, of 


the consent decree starts out, “United shall distribute tu 


the shareholders of United the capital stock of this new 


company, “ and go forth. 


Then at the end of that paragraph A it says, “If 


this is not done, tien B and C come into play." 


8 Sk er ore ae Es seas 


THE COURT: I understand. It is an alternative, 
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tHE AITRSS: C, for example, says -- puts it May. 

Ye scemec to ne in reading this decree from the 
beginning that the omphesis was on A and that B and C were 
there as a protection to the company if we couldn't comply 
with A, but ths emphasis was on A. 

Q Did the selection of Armuelles ~~ 

THE COURT: Excuse me just a minute. This may not 
not be tao relevant, but just for my own information, how 
jas the nine miilion stems arrived at? What was that roughly 
in relation to the whole volume of the company at the time 
of the decree, world you know? 

THE WITNESS: I would estimate a third of the 
company. 

THE COURT: All right. I don't want to get into 
Getail, I just want to get the backcround. 

Q if you axe proceeding under plan A, why would 
you select, say, Armuelles as compared to Tiquisate? 

BR. BENDER: At what time? 

Q In your thinking now in i963 when you were deciding 
to cloze Tiquisate and you are decicing according to what you 
just testified that Armvelles is your best bet under the con- 
sent decrse. 

A ) Well, to start with, Tiquisate could not produce 
Gxes Michel bananas in any substantial amount and they could 
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get nowhere naar ajne million stems as requ.red,. 
With the exphasis on the Gros Michel banana, there ; 
was no alternative but to start with either Armeulles or colts 
Q Was there any reason why you would pick your best 
Givision as compared with sone other division under plan A? 
A Well, there were a lot of raised eyebrows that I 
fizst suggested that Armuelles ba the division because 
it was the mainstay of the Company. However -- 
THE COURT: Where does it say in the decree there 
has to be that type of hanana? Will you find that for me? 
THE WITNESS : Yes, <I think I can, 
Yes. At the top of ~- these pages are not numbered. 
As you tuzn over on paragraph VIII, VIII, to the | 
tep of the next page, the second line, your Honor, says, 
"It sayd nine million stems of banena shall on the average 
be equivalent in size in britanical variety freedom from 
disease ané so forth." 
Botanical variety meant Gros Michel. 
THE COURT: Thank you. 
Q If you are spinning off to your own stockholders 
under plan A, would that influence your thinking in 
selecting your best division as compared with one of the 
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other divisions? You were in the middle of answering that. 
on The other division could not produce nine million 
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stews Of Gros Mickel Lasaaas. Panama @isease ned decimated 


those divyisicns so fax as the Gros Michel was concerned. 
Q Who wore your attorneys in this period of time 
consulting with you on the consent decree? 
MR. BENDER: Which period of time? 
MR. KLINGSBERG: 1963. 
A The firm of Covington & Burling in Washington, 
particularly Hugh “ox of that office, with our principal. 


edvisors. 


Q Did No. Cox give you any uivice based as to saiiaacl 


or not the Department of Justice wou'd accept Tiquisate 
as a basis for compliance? , 

MR. EENDESR: I object. ;snur Honer, unless we -- 
if he is going to get the advice of counsel in this 
particular situation, I think that would open up all the 
advice that counsel gers. 

THE COURT: I would think so. 

Do you expect to call Mr. Cox? 

THE WITNESS: He is not living. 

MR. KLINGSBERG: I think he is deceased. 

THE WITNESS: He died just a few months ago. 

A fow weeks ago, as a matter of fact. it was 
very recent. 

THE COURT: All right. Can you approach it some 
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other way besides asking for a direct conversation with Mr. 
Cox? 

Q Did you consider in your own mind bused on all the 
factors before you whether or not the Department of Justice 
would accept Tiquisate as the basis for compliance? 

MR. BENDER: I object, your Honor, as to what he 
considered in his .wm . ind. 

THE COURT: Wo. He is not only an executive, but 
he is also a lawyer end an anti-trust lawyer. I will allow 
his opinicn. 

A <i did consider it. 

Q And what conclusion did you reach? 

A = coucluded that Tiquisate being one of our worst 
divisions would be under a cloud right to start w’ch, that 
the Department would be very euspicious that we were not 
Creatin: a viable, Competing company. I was well aware of 
the fact that the decree required that the area sold or opun 
off be capable of producing the Gros Michel banana end under 
no stretch of the imigination could Tiquisate do that. 

Q Did you receive directly or indicectly any advice 
as to what the Department of Justice's thinking was on this 
subject? 

MR. BENDER: I object, your Honor. 

THE COURT: I will allow it. 
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A i did. Me. Cox told me that he had had informal 
discussions with the Department of Justice and they had 
indicated th.y would not be satisfied with Tiquisate. 

THE COURT: Let me ask you this: 

You h: interpret the liquid assets provision 
om the spinoff, did you not? 

THE WITHESS: Yes, 

TSE COURT: Aru did you consider the cash flow of 
the assets, the lands to be spun off in relation to how much 
of liquid agsets woi id be required to make it viable? 

TaE WITNESS: Oh, ye’. The plan had to prove that 
this company would be viable and Tiquisate just wouldn't be 
vaable. 

THE COURT: Why would it not be viable? That's 


what I an azking now. 


rb. 2 


THE WITNESS: Well, it was a lost @ivision. It 


ee eee ated 


had the pocrest vecord of any of our divisions, 


I think you have to apply @ common sense judgment 


ia 
Di litme <0 enn ante eide 


*o these things and it just seemed to me as a matter of commo 
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sense we would be spinning our wheels to suggest to the 
Department that our worst division was an adequeta spinoff 

to comply with this decree, particularly when it didn't produce 
the Gros Michel banana and couldn't, 


we CICS ene knees 


Q Which did you think would be more fair to yvar 
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shareholders, spinning off Tiquixate or Armuelles? 
A Well, the stockholders would get the value of the 
assets, whatever they were, either way. 


A company based on the Tiquisate Division would 


i 
% 
ft 
4 
| 
not be a very competitive company. I didn’t see how it could! 


be a = -ney-mc ting Company at all and it seemed to me we would 


not be doing the United Pruit stockholders any favor, 

in f£-ct, I think it would be sorse than that, and I just 
dismissed as impractical the possibility of using 
Tiquisate as the spiroff or sale division to comply with 
the decree, and I was confirmed in that conclusion by what 
Rugh Cox told me about the attitude of the Department. 
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Q Now, did che Department of Justice accept the 


Armuelies Plan? 


A Yee, they did. 
Q And did the Court accept the Armuelles Plan? 
} A It did. 
Q Now, sir, coming back to this period in mid- 


1963, I show you Defendant's Exhibit 346 in evidence, and 


ask you if you cen tell us what that is? 


A The subsidiary company owning the Tiquisate 
Division was a subsidiary of the United Fruit Company, and 
we owned all of its stock. 

The United Fruit Company, pursuant to this memo- 
randum that you have handed me, DX 346, was giving its con- 
sent pursuant to tha laws of Delaware, where the Agricola 
Company was organized, to sell and exchange and transfer all 
of its assets. ~* ome 

This was the necessary corporates step in the clos 
ing of that divisicn. 


Q Dees the date of that document, September 23, 


represent the official date of the authorizati on-~ 

THE COURT: Always give a year when you ask a 
question for the record. You said September 23. 

MR. KLINGSBERG: Pardon me, your Honor. 


Q Does the date of Defendant's Exhibit 346, septe r 
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23, 1963, represent the official date of the closing of 
Tiguisate? 

THE COURT: I don't understand that question as a 


lawyer. What does that mean, official closing date? 


enaee wee ey eee 


Q Does that represent the date when Compania Agricol 


of Guatemala authorized the closing of Tiquisate? 

A The official action by the subsidiary company 
took place immediately after acceptance of this authoriza- 
tion. It would be either that day or a day later. It was 
right at this time. | 

THE COURT: But I don’t understand what you mean 
by closing. I just want get a little more on that so lI can 
understand it. 

THE WITNESS: Perhaps I ca. help, your Honor. 

THE COURT: Yes, I wish you would. 

THE WITNESS: This authorized the company to 
sell and dispose of all of its assets and without this 
authorization we would not have been acting pursuant to the 
Delaware Statutes. 

THE COURT: I understand that. But what did you 
do? This was merely an authorization, it is not an accom- 
plished fact. 

THURWTNESS: That's right. That's right. 


THE COURT: What is the accomplished fact? That 
“GQUTHERN DISTRICT COURT REPORTERS 
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is what I am trying to find out. 


a 


TUE WITNESS: That's why my answer just now was 
within a day or two after this authorization, the subsidiary 
. "% coisas took the necessary step. 
> é THE COURT: Which is what? 
THE WITNESS: Which was authorize iis manager to 


seli its properties. : 


THE COURT: Just authorized to sill the proper- 


ties? Theat is what I am trying to get at. 


THE WITNESS: Yes 
THE COURT: It wasn't a sale of its property? 


THE WITNESS: No, no, no. 


THE COURT: MR. Klingsberg's question seemed to 
imply that there was a closing, a sale or something. I 


couldn't understand it. 


THE WITNESS: There was no sale at the courthouse 


step in one transation. 
THE COURT: That's what I mean. 


i} THE WITNESS: The procedures, as I recall them, 


were we analyzed the various types of real property we had 
and put upset prices on various types, the pasture land 
would have one upset price, the woodlands a different one, 
agricultural properties still a third, and the subsidiary 


company authorized the employment of an agent in Guatemala 
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to heip in the sale of these properties and the manager was 
told to expedite the thing. 

Those were the physical actions taken by the 
subsidiary. | 

Q You didn't stop producing and selling bananas 
at this point immediately, did you? 

A Oh, no. 

Q Now, prior to September 1963, am I correct that 
there is no plan or program to ~ell off all the assets and 
dispose of all the assets and close Tiquisate? 

MR. BENDER: I object, your Honor. 

THE COURT: Yes, I will exclude that. 

You got to do it step by step and let me unJur- 
Stand the legal significance of each step. 

Q After the various corporate actions which you 
have described, tell the Court, step by step, what was done 
pursuant to those corporate authorizations? 

A The first step was to get out agricultural organi 
zation to analyze the real property that would be for sale 
and it was classified into various categories and I think 
I made reference to them a minute ago. 

Pasture lands would be one, woodlands another, 
developed areas for growing of crops would be a third. And 
upset prices were put on these various category of property 
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and then our manager in Tiquisate was authorized to proceed 
with those sales to get the best price he could, but no less 
than the upset price that had been put on the property, and 
he was authorized to hire an agent to publicize and expedite 
the sale and make it known generally that these lands were 
available for sale, and that is what was done. 

THE COURT: That may not be the whole story. 

What I am interested in is this: 

You can certainly start liquidating a company 
without the approv2l of the stockholders, but when you reach 
the point under Delaware law, as I recall it, where you want 
to sell substantially all the assets, then you need this 
kind of resolution which is dated September 23, 1963. 

My question is, did you start selling before 
September 23, 1963 any portion of Tiquisate? 

THE WITNESS: There had been properties earlier 
that we considered excess and not needed in the fo: sseeable 
future, and there had been sales of those and I believe I 
testified to that yesterday. 

THE COURT: Did you have a formal plan of liqui- 


dation for the Compania Agricola? 


THE WITNESS: After this authorization. yes. 


-_- 


You say formal plan. It was along the lines I 


just described of an inventory of our assets and a proposed 
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way of handling each item of inventory. 


THE COURT: I mean, it wasn't the kind of formal 
plan of liguidation which you have under American Tax Law? 

THE WITNZSS: No, no, no. As a matter of fact, 
I think this company did not become--was not liquidated 
corporate wise, I think it exists as a shell company. 


THE COURT. Yes. ft is a liquidation of assets. 


THE WITNESS: We sold all its assets, but we did 


not go through a statutory dissolution. 

' 

Q You testified yesterday, cid you not, that after : 

your trip in January 1960, there was an inventory of excess 
land made for all of the Plantations. 


De you recall that? 


A. Yes, I remember that. 

t 

Q And some of that pursuant to the plan which you ' 

had at that 


#, there was some excess land sold in the , 


Ticuise*e area prior to September 1963? 


A That’s just what I've testified to, yes. 
Q And was any of that land Panama diseased land? 
A 


It was land we considered as surplus and for 


which we had no foreseeable need. ¥_dtly it was outlying 


land where wo had trouble with squatters and if we didn't 
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I doubt if very much of it was centrally located 


_ 


— eee re eeSAeS Oh e 


A 1794 


gte 7 Sunderland - direct $28 
benana procucing Land with or without Panama disease. Those 
centrally located areas I'm sure were still assets of the 
company. It was outlying things, areas in which we perhaps 
had hoped to expand one time, areas in which we had raised 
cattle and maybe ne longer needed the area. Surplus in that 
sense of the word. 

Q Now, was your purpose beginning a land sale progr 
after September 1963, diffevsent from your purpose prior to 
that time? 

A Oh; yes. Oh, yes. 

This was a going out of business type of sale, 
the other was a sale to trim off unnecessary edges to comply 


with the desires of the Guatemalan Government that we make 


available lands which we did not need. 
The motivation was qvite different. 
Q Whet sort of instructions, if any, did you give 
on to whom the land was to be sold after September 1963? 
MR. BENDER: I object, your Honor, unless there 
is some written instructions. 
THE COURT: I will allow it. 


MR. BENDER: That is the best evidence. 
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A The whole thrust was to realize the most we could ; 
| 
fror. our assets and those were the instructions. ; 


THE COURT: Did you put any restrictions on the 
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land use in any of the categories you mentioned? 
THE WITNESS: We did not. 

Q Did you tell the People who were sélling the land 
not to sell to barana growers? 

A We did not. 

Q Did you become aware of t" > fact that much of thi 
land was sold to farmers who used it for cotton growing? 

A Yes, we were aware of the fact that there was a 
cotton boom going on in Guatemala at the time and that good 
land, like the land we were seliing, was in demand and that 
those who could afford to pay for land were very likely those 
who were involved o: wanted to become involved in the cotton 
business, cotton growing business. 

Q Did you take any action to prevent these farmers 
from growing bananas as compared with cotton? 

A os | 

Q Was the land suitable for cotton growing? | 4 

A Yes, it was excellent. It was in great demand 
for cotton growing. | 

Q There was various equipment and tools and things 
of that sort which the company also had in addition to land, 

What were your instructions in regard to the dis- 


position of that? 


A We tried to salvage and get as much value from | 


oi 
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them as we could. 
Much Gf the equipment was needed in Guatemala 
and to the extent that we needed it and use for it in Guate- 
a4 mala, we used theequipment for those purposes. To the 
4 extent that we didn't, we sold, and some of those who wanted 
to plant cotton wanted some of our agricultural equipment. 
I couldn't tell you, without coing back into the records, 


what the allocation was, but we did it both ways. 


Q Was this valuable equipment? 
A Oh, yes. 
Q Was it sometimes more Or less valuable than what 


you were selling the land for itself? 


A Many times it was more valuable than the real 


estate itself. 
THE COURT: What did you do about the cars which 
were cwned and leased to IRCA and locomotives? 
TRE WITNESS: I can only guess. 
THE COURT: PCon't guess if you don't know. 
THE COURT: I don't: remember. 
3 Q L there come a time when you expanded the 
| Bananera Plantaticn on the Bast Coast? 
are A Yes. I would have difficulty putting a date on 
‘tt without looking at some of the documents, but there is 


no question we expanded it and it eventually became a large 
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division, which was sold to comply with the consent decree. 

THE COURT: Excuse me. When you say expanded, 
you mean you bought more land or used more land? 

THE WITNESS: No, no. We went back into Panama 
diseased land that we had and planted the Valery banana 
and increased the production of the division. 

The division's production was down at a rather 


low ebb at about this time. 


MR. BENDER: Could I have that answer read, pleas 


I am sorry, I misse* it. 
(Record read.) 

Q Mr. Sunderland, did you recommend to the Board 
of Directors that the CAG plantations be liquidated for the 
purpose of laying IRCA low? 

MR. BENDER: I object to that, your Honor. That 
calls for a conclusion. 
THE COURT: I will allow it. 

A I did not make any such recommendation for any 
such purpose. 

Q Did you make a recommendation that the CAG 
plantations be liquidated in order to get revenge against 
IRCA because of the Ripley decision? 

MR. BENDER: Same objection, your Honor. 


THE COURT: Same ruling. 
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I certainly did not. 


THE COURT: I haven't heard in yous: testimony any 
mention of the Ripley decision in relation to your business 
judgments that you were entertaining. 

Was there such a discussion? 

THE WITNESS: After the Court of Appeals affirmed 
the Ripley decision, that became a fact of life. I didn't 
see that it affected my decisions very much one way or the 


other, except I wanted to be sure we had no man on the IRCA 


Board and no interconnections of any kind tha: would perpetu 
the problem that had been adjudicated in the Ripley case. 
But the railroad was there and as long as we were in Tiquisa 
i a we would use it and-- 
THE COURT: Did you feel that you were powerless 
to renegotiate the $130 a car rate set by Justice Hammer? 
Tai WITNESS: We made some inquiries to see if 
, the,:' wouldn't renegotiate. We were universally rebuffed 


in our inquiries and Ir gave up on the idea. 
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Q Mr. Carpenter had reported to you in the re 
you reviewed this morning that CAG was losing money at 
Tiquisate. 


Was the freight rate one factor which contributed 


BENDER: I object to that, your Honor, as 


THE COURT: Wéll, it's a preliminary question. 

Was the freight rate a factor in contributing to 
the net loss? 

MR. BENDER: I withdraw the objection. 


A The freight rate was definitely a factor. The 


' | .xate went up, as I recall, from about sixty odd dollars a 


car to around $130 a car. 

Q How would you evaluate relatively, in terms of 
ell the factors you considered, the freight rate which came 
out of the Ripley decision and all of the other agronomic 
and other factors which pertained specifically to development 
of the Valery banana which you testified about yesterday? 


A The new freight rate couldn't be ignored. It 


% " was a figure that showed up, of course, when we *nalyzed 


Sur costs. But the OvaRMni ming decision, or the ~Verwhelming 
facts causing a decision with respect to Tiquisate were 


rare on the other side of the ledger. There were Planta- 


wre? 2s. SUIuUVL 4a “ GLA SUG 

A 1850 
gwe 2 Sunderland ~ direct 834 
tions, particulariy Honduras and A‘mirante, where the Valery 
banana, which was our only hope for future profitability 
in this company, those two divisions, Honduras and Panama, 
were so much better than Tiquisate that it wasn't even close. 

And with the advent of the Valery we did not need 
ali the divisions we had. Some divisions had to be closed. 
We would have surplus production that we couldn't handle. 

The decision solved which divisions were the least 
likely to be profitable for the company, and Tiquisate led 
the list as the one that was least likely to be a good pro- 
ducing division. 

Q Now, sir, beginning with the time that you first 
came with the company in about January, 1960, and going for- 
ward through 1961, 1962, 1963, what was your attitude in 
regard to persons, if any, who made inquiry concerning the 
possibility of buying one of your divisions under the consent 
decree provision which we have reviewed? 

MR. BENDER: I object, your Honor, about attitude. 

THE COURT: Read the question back. It's a 
little complicated to me. 

(Questica read.) 

THE COURT: I will allow it. 


aA I was very well aware of the fact that when the 


time came to report to the federal court on our Plan for 
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compliance, we would need to have a record of what we had 
dene in preparing for such compliance, and while I thought 
and told all prospective purchasers that a spin-off under 
paragraph (A) was very much in our mind, I instructed all 


the pecple in the company that under no circumstances should 


we discourage, in fact we should actually encourage, any 


inquiry about the purchase, in part or in whole, of any 
Givision and that if the proposed purchase seemed viable, 
we would certainly give careful thought to going to the 
Department of Justice and trying to get approval for it. 
Q Did there come a time-- 
A Let me expand on that answer one little bit. 
Subject, of course, to the problem which was 
always present in cur mind that we had to be fair to the 
Onited Fruit Company stockholders. 
T could not waste company assets by bargain sales. 
It had to be a real valuation, and I was constantly troubled, 
and I made no secret of this to these who inquired, I was 
troubled ahout the problem of valuation. I told people 
that the only way I could see to really and completely cure 
the valuation problem was to spin off to our own stockholders 
Q Did there come a time in or about November 1961, 
when you had some negotiations with Mr. Philip Davis and 


the Delisser family and Blue Goose Growers? 
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©fo was such a time-- 
THE COURT: I will warn you if you go into this 


field it may open up an awful lot of evidence. I don't know 


+ | bow important it is. It is going to take a lot of time. 
HI 


Mr. Sunderland has answered the basic question as 

to policy. Why are the details important? I don't know. 
Q Let me ask this: 

Did you have discussions with persons who were 
interested in going into the banana business concerning the 
gale of any division between 1960 and 1963? 

A Yes, we had a number of discussions with a number 
of people. 

Q And in those discussions, did you exclude the 
possibility of selling them Tiquisate if they wanted it? 


A No, indeed. It was always mentioned. In talking 


to somebody, we always catalogued all of our divisions, 


gave them as good a thumbnail eketch of the division as we 
could, encouraged them to go look for themselves and make 
up their mind and come back and tell us what they would like 
to do. 

Q Did you have any discussions with anyone who 
Was already in the banana business in this period of time? 

A Yes. We suggested to a number of peopie--we were 


prohibited by the decree from talking to Standard Pruit, 
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which was the biggest single competitor, but we talked to 
all the others we sould, trying to interest them in being the 
person that would help us comply with this decree. 


Q Did any of the banana company representatives you 


spoke to express any interest or disinterest in buying 


Tiquisate? 

A _ Yes, we had at least two who told us they didn't 
want Tiquisate as a gift, let alone pay us for it. 

Q Can you identify those two? 

A ican. Ons was a man named staff, who was the 
head of the next largest company behind Standard Fruit Company. 
His company was called the Ecuadorian Fruit Company. 

There was no question. He said flatly he wouldn't 
have Tiquisate as a gift because he didn't think bananas 
could ba grown profitably there to be sold competitively in 
the United States market. 

Another man with whom I dealt in a very prelimina 
way. was & man named Consolo. 

He too, had no interest whatever in Tiquisate. 

Those are the only two that come to my mind, but 
the Tiquisate Division was not highly regarded in the banana 
business and those who knew the banana world at all. 

Q I show you Defendant's Exhibit 488,-which is a 


letter from DeLawder to Haase, dated October 12, 1962, which 
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refers to a letter from Haase that was sent to you; Defend- 
ant’s Exhibit 439, which is a letter from Mr. Haase to Mr. 
DeLawder, dated October 22, 1962; Defendant's Exhibit 490, 
which is a letter from you to Mr. Haase, and I will ask you 
if in this period of time, towards the end of 1962, the 
Unite. Pruit Company was involved in any dispute with the 
IRCA concerning the termination date of the contract regard- 
ing the shipment of bananas over the IRCA? 

THE COURT: That's a long question. 

Would you mind reading it back to me, please. 

{Question read.) 

A My recollection is that the Il A continued to 
maintain that our contract to ship over tieir lines expired 
in 196% rather than January ., 1963. And about thie time 
{ received an official letter from Mr. Haase, as president 
of IRCA, saying that they intended to sue us, if necessary, 
to establish that that was the termination--that ‘68 was 
the termination date rather than '63. 

My lawyers had advised me that January 1, 1963, 
was the termination date, and my recollection is that in the 
Ripley decision that had been held to be the effective 
termination date. 

THE COURT: Termination of what? 

THE WITNESS: Of the requirement to ship over the 
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IRCA line from Tiquirate. 

Q In connection with this, had you ‘dvised the IRCA 
that after the contract expired in your view, you plannec 
to try some trucking experiments? 

MR. BENDER: I object, your Honor. Leading the 
witness. 

THE COURT: No. I will allow it. 

A We tried a number, or thought of a number of ways 
to try to keep the Tiquisate Division in operation. one 
of our serious problems, as I have testified before, is that 
there was a long haul across the mountains to the East Coast 
for shipment. 

It was a three hundred-odd mile journey that took 
more than two days. We had had suggested to us by some 
truckers that they could take the bananas out of the Tiquisa 
Division, truck them directly North into Mexico and on to the 
United States and that they could provide us with better and 
cheaper transportation. and we told IRCA we were going to 
make one experimental shipment and see whether these men 
knew what they were talking about. 

It turned out they did not know what they were 
talking about. It was a wastec experiment. 


We alse gave a good deal of thought to the building 


of a port on the West siae, and it was my understanding tirat 
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Once we passx! the January 1, 1963, deadline, which was 


a 


the end of our cor-riteent to snip any bananas we produced 
Over IRCA, that “his might be a viable altenuative. 

Costs had developed to a point where this did not 
prove to be very viable, and after some preliminary studies, 
we rather gave up on that, although “heoretically it seemed 


good but we could not fine a practicel way to make it par. 


Gg In or ebout this period of time, while this con- 


tract dispute was gcing on, did you haar from Mr. Chalk? ; 
A Yes. We sold our stock in IRCA, as I recall, in 
early ‘62 to « conglomerate Called BSF. Some time in the 


summer or fali of '62 we heard that BSF had gold its stock 


j 
| 
} 
| 

to Mr. Chalk. We had had no preliminary-- 

THE COURT: You don't mean BSP sold its stock, 
you mean the owners of BSF hai evold the stock. 
HE WITNESS: BS? had seld the IRCA stock it owned 

t 


to Mr. Chalk. | 
“"E COURT: That is what I thought. 

A My recollection is we had no contact with Mr. 
Chalk until the end of December of that year, plus or m’ rus 
&@ week or so. It might have gone over the first of January. 
We were rather curious about it because we had assumed that 
anybedy buying that stock would at least be interested in 


Our operations in Western Guatemala but he had not made any 
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Q What 2id Mr, Pox report to you concerning the 


@acly communications and mestings with Mr. Chalk? 


You can be brief because Mr. Pox will be bere ané 


this is just preliminary. 


, A Mr. Fox met with Mr. Chalk early in January of 
: 1963. It was a very friendly meeting. Mr. Chalk asked hin 
to outline the problems we had with IRCA, to tell him what 
| he could about our future plans for Tiquigate. And Mr. Pox : 
outlined them in some detail, emphasizing the fact this was 
a@ money~losing division anJ emphasizing the fact that we 
were getting what we condisered very inadeqir*- -ervice in 
4 the two days plus it took us to get our fruit from Tiguisate , 
over to Bananeza for shipment. : 
And he reported that ar. Chalk said he understood 


/ the problems, that he though .t was up to IRCA to come 
‘| forward with a plan which would show better service, he 
thought scme oigger and heavier diesel engines might help, 
some new railroad equipment in the form of cars might 


ree eee ms oe 


help, and he said he understocd perfectly that any businessmat 


ai would have to close a division after it ceased to be profit- | 
Vie abic, particularly after it ceased to have a positive cash 

“ flow. 

24 


He understood that completely and % thought they 


of shoulé coms forward with something that would reduce our costii 
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and allow us to stay in business longer and help us to 


stay in buginess coatinually. 
That was in essence the conversation. It : took 
several hours. 

Q Were there su) sequent communications between Chalk 
end Pox in 1963? 

A Yes, 

Q Were you advised either by Mr. Fox or otherwise 
&3 to whether Mr. Chalk had come up with eny suggestions to 
help the situation? 

A I was advised continually about the status of his 
negotiations with Mr, Chalk, and my recollection is that 
we did not receive any proposals from IRCA as to how 
they could improve their service or how they could give it 
to us at a lower cost. 

Q Did there come a time later on in 1963 when Mr. 
Chalk expressed sono interest in Tiquisate in regard to 
the consent decree? 

A Yes. Some eight or ten months after our initial 
contact with Mr. Chalk, he asked what our plans were about: 
compliance with the consent decree, and from that inguiry 
arose a discussion as to whether he might acquire banana- 
producing lands in the Tiquisate area. Our response was fine 
but we would have to cleer this with the Department of 
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Justice beacause there was no use talking about a gale if 
wa should only later find out it would not qualify. 

Q Can you identify for us George Blow? 

THE COURT: Who? 
MR, KLYNGSBERG: George Blow, B-l-o-w. 

A George Blow was a young lawyer in the Covington & 
Burling law firm in Washington working under the direction 
of Hugh Cox, and he had been involved in I think the 
original negotiation of the consent decree. 

In any event, he had helped Huch Cox in the develop 
ments after the consent decree in helping the company arrive 
at a plan for compliance. He had about this time left 


Covington & Burling to go into practice for himself, but 


because of his background we continued t> use him, with the 


knowledce and consent of Covington & Burling, as a young man 
who could be helpful to us in some of the details. 

Q Did he participate in these discussions with Chalk 
and Pox? 

a At least. once and maybe twice at meetings in 
Washington he went as an observer. I recall particularly 
his going to the Department of Justice as an observer, and 
he was the oniy representative, if you can call him that, 
of our company at that meeting in the Department of Justice. 


Q I show you Defendant's Exhibit 496 for 
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icerticication, whieh is a letter from Mr. Blow to Mr. Fox, 
sfhacked te a davizuect daved October 4, 1963, entitled 
“Memorandum 2 Conference At The Offices Sf 0, Roy Chalk 
in the Seagran Building, 375 Park Avenue, New York City 
on Nonday, September 30, 1963," with the initials GB. 

Was thig document given to you as part of the 
reports you received concetining the Chalk negotiations? 


A It was. 


‘ 

. i 

MR. KUINGSEERG: If your Honor please, I offer | 
6 


this document in evidence at this time for the limited purpos 
o£ connecting Mr. Sunderland's testimony and exploring what 
was in Mr. Sunjerland's mind and what his motivation was in 
these negotiations. 

Mr. Fox will be a witness and Mr. Fox will testify 
that this memorandun repriusents accurately what occurred 
at: the confernnce, 

THE COURT: Any objection? 

HMR. BENDER: Yes, your Honor. 

I object. £X think the witness can use the memoran- 
dum to refresh his recollection without ‘+ being in evidence. 
Apparently that is the purpose of it, 

TRE COURT: But it was made in the regular course 
Of business. It purports to reflect an event or an occurr 
that was asked fox and Gone as part of a negotiation that ig 
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relevant. 

MR. BENDER: What is the date of this? 

MR. KLINGSBERG: This is October 7, 1963. 

THE COURT: And it is with the president of the 
plaintiff, the then president of the plaintiff. For all 
these reasons, I think it is admissible. I will allow it. 

(Defendant's Exhibit 496 received in 


evidence.) 


THE WITNESS: This memorandum, your Honor, refreshes 


my recollection in one respect. One of these meetings at 


least took place in New York City rather than Washington. 


1 think I thought I recalled they all took place in Washington, 


but New York was one of them. 

Q Did you receive a report on what Mr. Chalk was 
asking for in these negotiations? 

A Yes. 

Q What speifications or conditions, if any, were 
you advised Mr. Chalk desired in connection with this? 

MR. BENDER: I object, your Honor. The document 
is in evidence and the witness has been re*reshing his 
recollection from documents in the past. He hasn't been 
tesi:ifying from independent knowledge. 

THE COURT: I wouldn't hearacterize it quite that 


way. 
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What is the point new? What is the question? 


(The question was read.) 


THE COURT: 


Is there any written document that 


refiects it? 


MR. KLINGSBERG: Yes. 


THE COURT: That would be the best evidseice. 


MR. 


KLINGSBERG: It is reflected in 496, 


= -" ” 
4 


THE COURT: Then you don't have to ask the witness. 


What page of 496? 
MR. KLINGSBERG: For example, at page 3 it says his 
{| interest was in buying cheap. At page 4 it says he wanted 
! part of the fleet. At page 5, he wanted United Pruit's top 
men, including Mr. Fox. At page 8 he says he can't finance 
it so United Fruit has to give him a loan. | 


THE COURT: What can Mr. Sunderland add? 


MR. KLINGSSERG: I am building up to the point 


where Mr. Sunderland gets pérgonally involved. 


THE COURT: Let him get personally involved. Don't 


SS ee > 


ask him what Mr. Chalk had in mind. 
Q Now, what instructions, if any, did you give Mr. Fo 


when you heard that Mr. Chalk might be interested in buying 


2 
Stic STIs BL Se 


“+ @Piquisate? 


ai 4 A To give it every serious consideration he could. 


Q Did you tell him to try to sell or not to try to 


sell? 
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Ch, definitely, try to sell. 
Why did you tell him that? 
Well, hopefully through this we could create a com= 
piiance with paragraph (C) of the consent decree which 
provided for compliance by arrangements wherein we would 
sei1 part and spin off part As I think I testified earlier,’ 
I was anzious that we exhaust every possibility so that when 
we went to the court with our plan we could show that wa 
had not been derelict in trying to promote and find a way 
to comply with the decree to the satisfaction of the court. 

Q And I take it you were advised, as it states in 
Px 496, that he -- "He" meaning Chaik =<- said at paragraph 
(3) that this paragraph necessarily called for "A real 
money negotiation” and that his interest wa in buying 
*“cheap*? 

A That is correct. 

Q What was your reaction, if any, when you were 
advised that Mr. Cahlk wanted the tost ships in United's 
fleet? How much were those ships worth? 

A My recolicction was he was talking about five or 
six of our new ships, each of them worth at least five 
million dollars, so that right there was an asset worth 25 
ez 30 million dollars. 


Q What was your reaction, if any, when you were told 
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that Mr. Chalk covid not find another lender and that he 
wanted notes from United Fruit? 

MR. BENDER: I object, your Honor. That is 
leading the witness. Could we have the conversation? 

THE COURT: All right, give him the conversation. 

8) Were you advised by Mr. Fox that Mr. Chalk wanted 

notes from United Pruit because he couldn't get another 
lendex? 

MR. BENDER: I object. Same objection. 

THE COURT: Just ask him what was said on the 
subject of whether the purchase was to be cash or was paper. 


Q What, if anything, was said which was reported to 


you by Mr. Fox concerning Mr. Chalk's proposed means of finan 


cing the transaction? 

A I was toid that Mr. Chalk thought he could raise 
the million dollars which was a written requirement of 
paragraph (C) of the congent decree but that over and above 
the million dollars he would want to have the United Fruit 
Company finance the matter, preferably by notes. 

Q What was your reaction to that? 

A Hy reaction to that was I was very sure that 
the Department of Justice and the court would not approve 
&@ plan where we rensined -- "ye" being the United Fruit 
Company -- remained the principal financial interest behind 
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tia mew Competing company. I was sure this would not be 
a plan that wowld be approved. 

Q Under the plen that you were talking to Chalk 
about, plan (C}, would the United Fruit shareholders 
have hed a portion of Mr. Chalk's corporat! 7n? 

A Yes. He said he wanted 51 per cent and he wanted 
to pay down a million dollars and for that million dollars 
plus the notes he wanted, as I say, 25 or 30 million 
dollars woth of ships, principal executives, a whole lot of 
sales and transportation facilities, and I was at once 
concerned about corporate mismanagement in s@lling for what 
i considered a ridiculous amount some very valuable assets 
of the corpany. 

This again brought me back to the belief that 
the only safe way to handle this decrse was to spin off to 
our own ctockholders so we didn't run into this valuation 
problem which was a very difficult problem, one that I 
Gidn't know how to solve. 

Q Would you identify for us, please, Defendant's 
Exhibit 417 for identification? 

& 417 consists of a covering letter and a memorandum 
attached to it. The covering letter is from George Blow 


to Victor Folsom, our general .counsel at the United Fruit 


Company. The covering letter is dated March 16th and 
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atcached is a momorandum of the same date, March 16, 1963 -- 


Gops -- ‘65. I'm sorry. Wait a minute. 


Q This is aprarently an error’, is it not? 
MR. BENDER: What is apparently an error? 
THE WITNESS: The copy is so indistinct I can't tel 
whether it is 1963 and ‘65. I guess maybe -- I'm sorry. 
I think I misread that. It was ‘65. Both documents have 
the same date. 

Q Right. 

Okay. What is the title of the first page of 
the memorandun? 

MR. BENDER: I object to reading titles into 
the record. until the dccument is marked into evidence. 

THS COURT: Sustained. 

Q Can you tell us what does the memorandum consist of. 
that is attached to the letter? 

A it is a memorandum outlining a conference in the 
board room of the United Pruit Company on Thursday, January 
9, 1964. 

Q Wexe you present at that meeting? 

A X believe I was. 

Q Have you ceviewed this memorandum to determine 
whether it accords with your recollection of what occurred 


at that mesting? 
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I have, end it doses. 
MR. ALINGSSERG: 1 offer Defendant's Exhibit 417 


in evidence. 
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(DeZendent’s Exhibit 417 was received in 
evidence, } 


BY HR. KLINGSBERS: 
Q Mz. Sunderland, short2ly before this meeting 


of January 9, 1964, had you hed a personal telephone cenverza- 


Sion with Me. Chalk? 
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A Z did. 
Q And what did you say and what did Mr. Chalk say in 
that conversation? 

MR. BENDER: I object, your Honor. There is a very | 
long transcription of the telephme conversation that is con~ | 
tained in a document and rather than this witness character- 
izing what was said, I think that document should be submitted. 
into evidence. : 

THE COURT: You can offer it. You can cross examin} 
on it. It is available to you. But here is a man on the | 
stand who was part of the conversation, it is conversations 
with the president of the plaintiff. I will allow it. 

, The conversation, as the question indicated, was 
a telephone conversstion. Both Mr. Fox and I were on 
the phone at the Boston end. 

The conversation dealt largely with this situation 

Somewhat earlier, when Mr. Chalk had evidenced 
some interest in buying some of the properties at Tiquisate, 
we had talked to our agricultural people in Boston and were 
under the impression that we had ome 20 or 30,000 acres of | 
good banana land that had not yet been sold, and he, Mr. 
Chalk, evidenced interest in knowing about that, in being 
given a price. We undertook to find out about it. 


We comvunicated with Guatemala and found that we 


, 
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j 
were Sehind in our records in Boston, that a good share | 
of that had aiready been gold or committe ‘co people in | 
the area who wanted to buy it, and we had so advised Mr. 
Chalk snd he was very upset by it, and this was a r ather 


complaining type of phone call in which he complained about 


| 

the fact that there was no longer this amount of land left, | 

and a lot of the discussion involved whether or not the ! 

land could be reacyuired. | 
it waz the opinion of our people if somebody 

wanted to pay those purchasers a premium, small premium, for 


| 
the land that a lot of it could be reacquired and if a banana| 
Givision w-s contemplated over there that thase people were | 
ali good candidates for independent, producers to sell 
benanas -- grow and sell bananas to whoever wanted to have 
a banana cperation. 

Of course, this independent producer type of 
ope~ation was the kind that Standard Fruit had had very near 
to Tiquisete in Guatemala during the time that they were 


there and we suggested all these alternatives to Mr. 


oe ae Ce 


Chaik, no a of which seemed to satisfy him. 


Q Gm January 9, 1964, did you call a meeting of your 
staff to consider how to handle the situation as regards 


Mr. Chalk and the consent decreo? 


A Yes, X did. 
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Q And up to that time, as I understand it, these 
discussions with Mr. Chalk had been going on on and off for 
about a year, is that correct? 

A That is correct. 

Q During that entire period of time, had anyone 
gotten any approval from the Department of Justice as to 
any plan that Mr. Chalk had proposed? 

A Secause of our insistence that the Department of 
Justice be approsed of these negotiations and apprised 
of the fact that we might be coming to them with the request 
that this be considered as a partial compliance or hopefully 
e-en a complete compliance with the consent decree and 
because Mr. Chalk said he would be very happy to go and 
explain his pians and hopes to the Department, for those 
reasons a meeting was arranged with Mr. Chalk making all 
the ai"angements and we had only an observer there in the 
form of this young lewyer, Mr. George Blow. 


Q Wag there any approval forthcoming from the 


Department of Justice of any plan that Mr. Chalk had suggested? 


A Thxe was not. 

Q Hed Mr. Chalk come us with any kind of a 
concrete offer to buy a particular amount of properties 
for a particular price? 


a No. This was a very annoying part of these 
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Giscussions with Mr. Chalk. Hs at no time made an offer. 
-, He kept asking us to give him cptions that would hold the 
wD 8 property Sor him while he considered a lot of alternatives, 
he tude it clear that he didn't want to pay very much money 
aac, a8 I testified a moment ago, at one time he wanted the 
Jnited Pruit Company to carry the financial end of it by 
taking notes in payment of whatever it was he eventually 
Gecided to offer to acquire, and at no time did we have a 
concrete offer of any kind from him, except just a 
general statement of interest which he seemed to repeat from 
| time to time. 

Q Did there come a tine on or about October 9, 1963 
when you wrote a letter to the covernment of Guatemala 
advising them of the plans to liquidate the CAG plantations 
4 iG § in Tiquisate? 
| A I did write such a letter and it was in October, 


and this exhibit you show me refroshes my recollection that 


') dt was Octeber Sth of 1963. 
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Q Do you know whether Mr. Fox advised Mr. Chalk of 
that fact? 

MR. BENDER: When? 

A Mr. Fox advised Chalk immediately about the dis- 
patch or that letter. 

Q Did Mr. Chalk ever indicate directly or indirectly 
according to your information, whether he was interested in 
going out in the open market and buying any of these lands 
that were available for sale? 

A We made the suggesticn to him a number of times, 
but so far ag I know he didn't know anything about it. 

Q What decision was reached at this meeting on Jan- 
uary 2 concerning the Chalk situation and the consent decree 
situation, if any? 

THE COURT: What date was that? 
MR. KLINGSBERG: January 9, 1964. I am sorry, 
your Honor. 

A We reviewed all the developm_ats to date between 
the United Fruit Company and Mr. Chalk. We concluded that 
we didn't hava a firin offer of any kin and that negotiations 
gave no indication of any very sincere effort to want to buy 


Or acquire preperty in the Tiquisate area, and we were 


at this time confronted with a very practical problem. 


If you are going to close a division, you have to 
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proceed rather promptly with it, it can't be a long, linger- 
ing thing, because that would encourage strikes by our 
employees, it would encourage Government action of various 
kinds. 

Once the decision is made, history had shown us 
the only wise thing to do was to proceed very promptly with 
it, and having advised the Government that we were closing, 
we had instructed our people to be as expeditious as they 
could, consistent with getting values that would be good 
value in selling our assets, and that is how they were pro- 
ceeding. 

This seemed tc be a diversion with no real possi- 
bility of anything worthwhile coming from it for the United 
Fruit Company, and that was~-- 

THE COURT: What date did you notify the Govern- 
ment that you were goiny to close? 

THE WITNESS: The ist of October of 1963. 

MR. KLINGSBERG: October 9, 1963. 

Q Was there any consideration at this meeting in 
connection with the Chalk matter of alternative methods of 
compliance with the decree? 

A The various alternatives were always before us 
and usually discussed at most of our meetings. i would have 
to go back through this memorandum to refresh my recollec- 
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tion as to the precise discussion at this precise meeting, 
but it was always in front of us. 

No solution to the decree existed in a vacuum, 


it was always relative to other possibilities and always dis-| 


cussed that way. 


Q Take your time and look at the memorandum and see 


if it refreshes your recollection of any consideration of thed 


matters, the consent decree matters, in connection with the 
Chalk matter. 
(Pause.) 
A I have run through this hurriedly. Would you 
repeat your question, please? 
Q Yes. 
I would like to know whether in connection with 
a decision as to what to do with the Chalk negotiations 
there was any consideration of any countervailing alterna- 
tives concerning compliance with the decree. 
THE COURT: You mean exclusive of Chalk? 
MR. KLINGSBERG: No, which related to your 
decision on Chalk. 
A Well, the consideration to which I made frequent 
reference in my testimony that a spin off, a complete spin 
off of a good division was probably the best way to comply 


with the decree and the fairest thing to the United Pruit 
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stockholders, crops up again. I am sure it would be impossible 
to not consider and discuss that at any of our meetings, 

We were puzzled by Mr. Chalk's believe that for 
a million dollars he could acquire 51 per cent interest-- 

THE COURT: I thought he said somewhere ten to 
fifteen per cent with a maximum of 51 per cent. 

THE WITNESS: No. He later changed, he said he 
wanted absolute control. There wes a time-- 

THE COURT: I gaw in one of these papers this 
morning he said at least ten to 15 per cent. 

THE WITNESS: I think that's correct at the early 
stages. But there was a time when he told ug definitely 
that he wanted absolute control, which would be 51 per cent. 

Q Under those circumstances, then, he wanted notes 
to finance the additional amount, which was never set, is 
that correct? 

4 That's correct. That's correct. 

Q And he didn't-- 

MR.BENDER: Under which circumstances? 


He didn’t want 51 per cent for a million dollars 


Well, I don't know téhat he wanted. He talked 


about some notes and he never told us what amount. He kept 


emphasizing the fact that it had to be a real bargain purchase 


and-- 
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THE COURT: In one of those memos he was up to 
about 40 or $50,000,000, as I recall it. 

THE WITNESS: In one of his memos? 

THE COURT: Sure. He estimated what the Tiquisate 
was worth by doing some calculation I - ldn't follow, 
gatarting with 200,000,000, going down. 

THE WITNESS: I think I recall that computation. 

THE COURT: In any event, you never had a firm 
offer for a million dollars cash and $39,060,000 in notes or 
something like that? 

THE WITNESS: Never, never. 


Q Paragraph (C) of Article (A) provided for a trans- 


fer sj @ partial interest in the new company to an eligible 


persgn. 

Was there any discussion or consideration of 
whether Mr. Chalk would meet that requirement? 

THE COURT: You covered that. He owned a railroad 
and the Government didn't like the banana people to own a 
railroad, so I think we are repeating ourselves now. 

Q Mr. Sunderland, I show you Defendant's Exhibit 

372 for identification, which is a letter from Bump to Holcom 
dated December 23, 1973, and ask if that refreshes your recol 
lection in regard to the land sale situation at or about 


that time as it was reported to you in connection with your 
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eration of the Chalk situation? 


THE COURT: What date is that? 
THE WITNESS: December 23, 1963. 
A Bud this doos refresh my recollection, to which 
L accurately testicieli that we found that more lands had been 


solid by our local psacsole than we had then knew about in 


Q Ana was chere any reason why some of these commit- 


A Ch, yes, we had made 2 good faith commitment 
chrough our authorized agent to seli at specified prices to 
a number of pzople in Guatemaia, and our agent said that it 
would be unthinkable for us not to fulfill cur commitment 
and we agreed with him en that. 

Q Who were come of those people in Guatemala to 
whom coumitmenta had been made? 

A Well, many of them were cetton farmers or farmers 
who wanted to grow cottcn, and this was the money~making 
crop at the time im Guatemala. 

TEE COURT: Just as a matter of curiosity, 
about how much an acre were vou getting down there? 

THE WITNESS: & hundred and cdd dollars for some, 
& hundred for cthers on down to 40 or 50 for the pasture 


iands and undeveloped lands. 
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Q Were there any commitments made to important peopl 
in the Government according to the information you received? © 

a I'd have to be refreshed. Do you have something | 
to show me? 7 

The report from our agent, dateu December 23, 1962 

to the general manager in the tropics, Mr. Holcombe, reports 
that he has made the type of commitments I just testified to 
and among those to whom he had committed the property was a 
Colenel Ponciano, who is the second man in the Government 
hierarchy, and our agent was very apprehensive that we would 
welch on an oil agreement with the second man in the Guate- 


malan hierarchy of the Government. 


THE COURT: Unless it was in favor of the first 


THE WITNESS: That's right. 


gext la pul 


Q My. Sunderland, I show you Defendant's Exhibit 384 
in evicence, which is a memorandum from Fox to Carpenter, 
dated August 21, if62 markea Copy to T. Z. Sunderland, 
which ste-es,. "At tha September 23, 1963 board meeting, 

Mr. Sunderiand intends to present to the directors our curren: 
pian for the banana operations for the next five years.” 

I also show you Defendant's Exhibit 352, for 
ideatification, and ask you if you can tell us based on 
your reviow of the files which you have dona in our office 


and from the decurnone itself and the reference in Defendant’s 


ISAT St eet 


a4 
Exhibit: 384 if it is your bast judgment that Defendant's 


Exhibit 352 for identification is or is not your five 
Ysar forecast as of Septexber 1963? 

A These papers came from my fiie and they were 
Clipped togother. i have ezemined them caxefuliy and Ir 
balieve this was the plan, the thing Jabeled, “Banana Pive- 
Year Forecast” ia the plan roferred to in thea mimorandum 


of August 22, 1963. 
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Q Would you look at Defendant's Exhibit 352 for 
identification and tell us whether that represents a summary 
of your thinking in regard to the future plans for United 
Prui.'s banana business as of approximately the time you 
also recommended to the board of directors that Guatemala 
west plantation be liquidated? 

A The papers labeled “Banana Five-Year Plan" are a 
sxati edition of some iarge cardboard. presentations that I 
was going to use on an easel for presentation to the board 
of directors so everyone could see them. These are a 
smaller edition of those sams charts. 

It is my recollection that I used these in 
presenting to the beard our plans for the ensuing five years 
and part of those plans involved the phases out of the Tiqui 
Division. 

MR. KLINGSBERG: I offer Defendant's Exhibit 352 
for identification, which is the documsn: entitled "Banana 
Pive-Year Forecast" into evidence. 

MR. BENDER: Is the purpose of the offer tust the 
fast that this was presented to the board? 

THE COURT: I gather that's what it is, yes. 

MR. BENDER: If that is the limited purpose, I have. 
no objection, your Honor. 

MR. KLINGSBERG: It is offered to show what 
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sia Company's motivations and plans 


i363 when thoy decided to liquidate 


I will receive it. 
s2e@ the covering letter. 


(handing) 


this prepared, Mr. Sunderland? 


pzepared prior to this 
Septenber board mocting, September 23rd, whatever the date 

in the Ww weeks immodiately preceding that meeting. 

TLE COURT: The 1963 figurew are estimated, as 
23 the 

THE WETNESS: Yes, thatis correct. 

(Defendant's Exhibit 352 wes received in 
evidence. } 

Q ; i, there is reference in Defendant's 
Exhibit 352 to the plan for closing down some other divisions 
as wali as Guatemala weet. Bo you see that? 

AR Z do. 

2 Did you or your associates perform the same or 
Similar kind of analysis in regard to varioug agronomic and 
financial factors pextaining to the Colombia, Dominican 
Republic and Nicaresua closing as Tiquisate before you 


decided to close those places down? 
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The same general procedure was followed in all 


THE COURT: Were they all closed down eventually? 


THE WITNESS: 3 7. The Santa Marta, Colombia was 


ae ? 


Closed down, the Dominic Republic, Guatemala west and 


_ 
« Shika 


Nicaragua. Ali four of those were closed down. 


Rewer 


For your information, your Honor, under Colombia, 
where we talk about the divisions being phased out, under 
Colombia there are two entries, one Federation and one 
Santa Marta. The Federction was a group of independent 


producers from whom we purchase4, and it shows we were 
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phasing out those purchases as well as those plantations, which 
is called Santa Marta. 

.Q Did you also plan at this time to eliminate Ecuador 
as & regular source of supply? 

A We planned to elaniante Ecuador as rapidly as we 
could acquire the necessary production from our own divisions | 
and I think at this time it shows the date when we thought 
wa could do that. 

Q And did you anticipate that there would be 
ultinately complete conversion of the market from Gros 
Michel and stam shipping to Valery and box shipping? 

A Yes. It was very, very clear by then that was 
the trend of the market. 
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THE COURT: iit that time you have Guatewala east 

on a Geclining basis, sexiously declining almost 

%o one half by 1968. That didn't follow, did it? It : 

didn’t happen? 
THE WITHESS: No, As scon as we could get Valery |; 

seed to go back in there, we did, but we had no Valery 


eced to start with in Guatemala and it tonk time to get 


Lt there, 


Q What happaned te your Turbo fiivision? Where did 


most of the fruit irom that division go to? 
A Almest all of the Turbo fruit went to Europe. 
Q And that was Cros Michel fruit? 
A Yes. 


Q Was there any difference between the quality of 
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the Gros Michel fruit that you had been getting from Turbo 
and the Gros Miche: c.2.¢ that you had been getting in : 
the past from Tiaqui sate? ! 

A Yes, yes, there was. We had no winds to bother us 


in Turbo, we had no Panama disease in the soil so that we had 


+ AE Oi ee 


healthy plents and thoy were always mature plants, not j 
ones that had been recently blown over, which always 


caused a drop in quality until the plant reestablished itself.’ 


Q Can you teli us looking at Defendant's Exhibit 388 
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in evidence when the first shipments were, approximately, 
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from Turbo? 
hb You have shown me eae letter dated March 25, 1964 
in which I comment on a report about the first Turbo 
loading and that it . vas very excellent fruit, and I would --j} 
this would refresh my recollection that the first shipment 
out of Turbo was in the weeks immediately preceding the date | 
of this report. | 
Q Didyou get any information from European pur oaasers | 
as to whether they preferred the Turbo fruit or ‘ a old | 
Gros Michel fruit you used to get from Tiquisate? | 
A Oh, they were very clear on that. I was in constant 
touch with our European outlets and they did not like the | 
Tiquisate fruit, it was not good quality, it was not | 
of good grade, it didn't have the weight and it was often a 
short-fingered fruit. 


The Gros Michel, and in particular the ‘Cocos, 


had short fingers, which was not well accepted in the market 
and usually had to be gold at a discoun®. The Tiquisate 


which is a form of Gros Michel out of the Tiquisate Division, | 
| 


was characteristic of that kind of poorer quality, and the 
Turbo fruit sas fine, big, well-developed fingers of banana. 
Q Was Eurore slower or faster to accept the 
te Valery? 
A Siower. 
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2 And did t:hit infivance you to decide to continue 
fuxbe as a Gros Michel plantation? 


A Yes. Oh, very definitely. 

Wa had @ sgeies ;;roblem in Europe to convince them 
that the Variety banana was a gocd banana and we made very 
little progress in the early stages and I was very happy 
that we hed at least one good Grog Michel Division that 
wes could ship from to Europa. 

Q Thera is ene decument to which objection had been 


made. It is a memo from Mr. Miller to Mr. Sunderland date4 


oe 
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April 13, 196. which Mr. Bender had marked for identification! 


as Plaintiff's Bxhibit i133 and. heve renumbered as -- 
MR. BENDER: Who is that from? Can I see it? 
MR. KLINGSBERG: We have renumbered it 476 for 
identification. 
MR. BENDER: Can I see it? 
MR. KLINGSBERG: Yes, Mr. Bender. 
Mark that for identification, please, as 476. 
MR. BENDER: Do you iiave a copy? 
MR. KLINGSBERG: It is your Plaintiff's Exhibit 
133, Mr. Bender. 
(Defendant's Exhibit 476 was marked for 
identification.) 


Q Is Exhibit 476 for identification a document which 
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you received in the regular course of business end which 
it was the regular course of business of United Fruit 
to meke and keep? 

A The memorandum you have showed me, dated April 1 
15th of 1961, is a report to me from the head of our | 
agricultural operations outlining briefly the present situatio 
and circumstances of production in the Turbo area. 

Q Was that considered by you in connection with 
your determinations of which divisions to develop and which | 
not to develop? i 

A Oh, yes. This is one of aseries. I had reports 
from ail the divisions regularly and this is certainly one | 


of them. 


ee ee 
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MR. KLINGSBERG: I offer in evidence Defendant's 
Exhibit 476 for identification. 

MR. BENDER: Can I see it, please? 

MR. KLINIGSBERG: Yes. (Handing to Mr. Bender.) 

MR. BENDER: I have no objection, your Honor. 

THE COURT: Received. 

(Defendant's Exhibit 476 received in evidence.) 

Q Mx. Sunderland, I show you Defendant's Exhibits 
409, 20, 21, 22, 23, 24 and 25 in evidence, and ask if you 
would teil his Honor what those are? 

MR. KLINGSBERG: If your Honor plewse, I have a 
set of these, but they are in color and it is a little 
difficult to follow .f you don’t have the colors, so I will 
hend the Court a set, but if you want to see the colors, 
perkaps you could see over the witness' shoulder. 

A The documents you have just shown me came from 
my files. They were attached to a little memorandum which 
my secretary wrote me saying that Mr. Frank Keaney had 
brought these charts over and said i might want to talk 
about then. 

in my handwriting below the typed message, is 
my dating, August 1964, which helps me Place the date when 
I received thase, and attached are a number of charts, the 


nombars of which I guess you read into the record. 
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Q Do these charts represent the company's plans as 
of mid-1964 for the five years from 1965 to 1969? 
A They do. 
Q XY would like you to explain some of these charts 
to the Court. 

First, let m@ ask you generally, by eliminating 
certain of these divisions to which you have testified, 
including Tiquisate, and shifting over to Valery production, 
was it the company's plan or intention to reduce the amount 


ef its production? 


A No, on the contrary. Our plans all showed that | 


we were going to increase the amount of our production. 
That was one of the purposes of going to Valery. 
Q Would you look first at Defendant's Exhibit 21. 
Could you tell the Court what that shows? Maybe 
you could hold this up so the Judes can see the colors. 
THE COURT: I have. 2 copy. 

A Alcngsice the big chart are some colored charts, 
which are keyed. Part cf it would be--there are two sets of 
columns for each yezr and the chartc I am looking at is 
labeled at the top “Acres in Bearing for Company Division" 
from 1965 to 1969. 

These is what we would estimate to be our acres 


and bearing, and on the left in coior is shown what would be 
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growing on theese acres, *he red %ing the Valery. the green 
thG Cocos oad the >elunce, Gros Michel. 
Tha interesting part, yeur Honor, is how the 
Valery increases as ve go alonc, 

fuE COURT: So that you end up in 1969 with eight 
per cent Gros Michel. is that it? 


SRE WITNESS: That: ves the though of-- 


THRE WITNESS: Right. 

£HE COURT: Y think I understand it. 

THE WETNESS: Yes. 

i. think actually whan we. got into it, it went 
faster Chan we thougit it would and I think by 1969 the 
percentage of Valery were greater then this, but this was 
the estimate at that time. 


4 Wiuld you show the court, piszase, Dexvendant's 


Waat does that show? 

Number 22 is entitled *Acreage Planted 
Abana-nes, Company Divisions, 2.365-1969." 

Again, thare are cwe sets of colums, a central 
column, « broad coiwm that is in two parts. Under one 


part there is the initial P. which meang Planted, and then 


Shere is the initial 2, under the second half of the column, 
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meaning abandoned. 

So you can see from this chart the acreage which 
we planned to plant, the acreage we planned to abandon. 

THE COURT: Is that going to be new planting 
or is that total planted? 

THE WITNESS: Well, your Honor, it is at times 
hard to distinguish between new planting which required new 
preparation of land versus planting into old areas which 
were already graded and drained and so forth. 

THE COURT: I can assume this means total planted? 

THE WITNESS: This is total. 

Again, it is colored key at the side =s to 
Valery, Gros Michel, Cocos and Lacatan. 

Q Can you show the Court where the Valery planting 
are on the colored chart. 

A As the key indicates, Valery is the red and 
all cf the new Planting, for example, in 1965 is color-k¢ yed4- 
well, there is a iittle tinny thing up there in green, which 
is Cocos, but for all practical purposes it is all Valery. 

For 1966, 1967 and 1968 ali the new Planting is 
Valery. 

On the other side of each column also color-keyed 
yellow and green indicate-- 


THE COURT: Abandoned? 
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' 


THE WITNESS: Yes, what was in the abandoned 


Q Bid you plan to abandon other areas when they we 
planted in Valery? 

A Ne Tris wes the great thing about Valery. we 
anticipated, aud it turned out to be true, that once we 
got a& Valery Division established, we could go on producing 
for years without amy disease problem, if we could keep 
things like Sigatoka. Moko and what not, under control, and 
we Knew how to do shat and we did do it and we did it 
successfully, 

Q Sc that you could plant less and less each year, 
but since your abandonments were less because you didn't 
have Panama diseasa, you coule stiil keep your production 


up, is that correc? 


A That. is ahsolutely correct. 
Q Defendant’s Exhibit 23, what doas that show? 
A The headiig is "Production Par Acre in Stems, 


Company Only, 1963-1969," 

Q An’ as a result of Valery, did you anticipate 
getting a nigher yield per acre? 

A i. 1963 we were getting on the average 233 stems 
pSr acre. We anticipated that with our planting program 


with the Vaiery that by 1964 we would have 363 stems per 
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I think our actual experience shored even move 

than that, but this was the current estimate at that time. 
Q I ask you to look at Defendant's Exhibit 24. 

MR. KLINGSBERG: The rest are not in color, if 
your Honor wants to follow on your set. 

Q Can you tell us what the heavy line repr.:wents? 
A Exhibit 24 is headed "Shipments and Production 
in Stems, Company Divisions for 1960 through 1969." 

The heavy black line is identified on the chart as 
stems shipped and production estimates before reserves for 
abnormal losses. 

Q So would it be fair to say that despite the clos- 
ing of some of these divisions, you anticipated a growth 
in production from something a little over 25,000 stems to 
between 40 and 45,000 stems by 19697 

MR. BENDER: You mean millions, don't you? 

MR. KLINGSBERG: Million stems by 1969. 

Yes, you are quite correct, in the milli s. 


It shows a very dramatic increase in the , roduc- 


tion we believed we could get and did, in fact, get. 


Q Does the chart show what production you might 
have gotten if you continued to plant Gros Michel on the 


same acreage? 


} 
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A Yes. There ig & broken line called "comparable 


production estimate for the production at a 1963 rate per 
acre,"and it is net quite a flat line, but it certainly doesn}' 
increase very fast. 

It ends up from the same acreage getting, oh, 27- 
or 8,000,000 stems versus 43-or 4,000,000 stems, which we 
would get with the Valery production. 


Q Would you lcok at Defendant's Exhibit 25. 


present the reduction in capital expenditures to which you 
testified earlier in your testimony during the so-called 


transitional period while you were still working on the 


commercialization and development of Valery? 
A The experimental period of '60, °61,'62, is 


shown by the low point on this chart. It igs quite obvious 
wnat the years are end if you leok just above the year 1960 
or 1961 cr 1962, you will see a low point, which is what 
the new plantings--cspital expenditures for new plantings 
that we did then while we were trying to evaluate the com- 


maxrcial possibilities of Valery. 


rs) 


AS we became more sure of our position on Valery, 
we started to plant more. Then, again, the curve comes down 
because once we have planted we have no abandonments from th 


Valery and this, of course, was the key to the hoped-for 


financial development of the company. 
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MR. KLINGSBERG: Wow, I would like to have marked 
Defendant's Exhibit 26 fer identification. 
(Defendant's Exhibit 26 marked for identifica- 
tion.) 

Q It is a handwritten chart entitled "Additional 
Acreage Required." 

i ask you if that was a part of the package of 
charts that you just reviewed as contained in your file? 

A Yes. This sheet was attached to this material 
I have been talking about. 

Q Was the information in this document, Defendant's 
Exhibit 26, considered by you in your decision-making pro- 
cess? 

A it. was. 

MR. KLINGSBERG: I offer Defendant's Exhibit 
26 for identification in evidence.. 

MR. BENDER: At what time was this considered? 

THE WITNESS: August: of '64. 

MR. BENDER: If I may, your Honor, may I make 
one inguiry? 

THE COURT: Yes. 


MR. BENDER: Were all the other defendant's 


exhibits from 20 to 25 also as of that same date, August, 


"64? 
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THE WITNESS: I think so. They are all attached 
behind this cover sheet that says August, '64, 

MR. BENDER: And could I determine whose hand- 
writing that is c. that document? 

THE WITNESS: That's mine. 

MR. KLINGSBERG: Where it Say3 August 24 on 
DX 400 or the handwriting on DX 26? 

MR. BENDER: The handwriting on DX 26. 

THE WiTNESS: The handwriting on 26 is not my 
handwrit:ng. 

MR. BENDER: De you know whose it is? 

THE WITNESS: This came out of our production 
group, 4nd I believe this would be the handwriting of the 
Frank Keaney mentioned in Defendant's Exhibit 400, who 
brought over these charts to me when they were ready, and I 
think this was an additional chart that he thought would be 
interesting to me and he just roughed it out in handwriting 
rather than preparing a formal printed chart. 

MR. BENDER: What is the writing over in the 
righthand side? 

“WR. KLINGE SRG: We have the original here, 

THE WITNESS: On the original, which did not 


show up on the Xerox copy, in my handwriting is the notation 


“Show acreage fox Valery.” 


Lhe ELEPKONE: CORTLanD 7-44 
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MR. BENDER: I have no objection, your Honor. 

THE WITNESS: I don't know what that means, but 
it's there. 

(Defendant's Exhibit 26 received in evidence.) 
BY MR. KLINGSBERG: 

Q Would you explain, please, for the Court, what 
Defendant's Exhibit 26 purports to demonstrate? 

A The heading reads: “If it had been necessary to 
secure from Gros “Michel cultivation-the volume of stems 
shipped or boxed in Guatemala East, Honduras, Golfito, 
Armuelles and Bocas during the '60 to '65 period, considerab 
additional acreage would have had to have been planted, 
assuming that suitable land for Gros Michel could have been 
found." 

Then under it is a chart with a heading: 

"Estimated Additional Cost during 1960-1965", 
and there is a tabulation of two figures, first, capital 
expenditures $34,000,000, operating costs for farm mainte- 
nance, 22,000,000. 

There is also a line chart with some years at the 
bottom and thousands of acres showing on the verticle scale 
and it would show that our acreage by 1965 would be up in 
the neighborhood of 35,000 or 36,000 acres. 


That line is labeled on the chart "Additional 


Acreage Required." 


oe 


with the company, when the Banarera East production and the 
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Q What is the conclusion fom this chart as to 
the amount of additional acreage and additional capital 
expenditure you would have nee<ied if you wanted to get the 
same results from Gros Michel as you planned to get from 
Valery? 

A This is further evidence of what I testified to 
yesterday, that our costs in continually going into new 
areas and continually moving away from areas that had become 
that had Panama disease, was such a crippling capital expen- 
diture, that we couldn't live with it and that the only way 
I could get this company into a profitable basis was to some 
way or other, go to a banana that did not require this con- 
stant expenditure for new acreage and constant expenditure 
for new operating costs. 

This ia the reverse of whut I have been talking 
about on Valery where these things did not happen. 


Q Just in terms of shipments from Guatemala, dic 


you eventually expand and develop Bananera or Guatemala 
East for Valery production? 
A ' Yes, we did. 


Q Did there come a time during your period of servi 


exports from Guatemala coming out of that plantation were at 
least equal to, or more than what had previously ‘sen pro- 
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duced in the early 1960's of Gros Michel bananas fre: 
Tiquisate and Bananera put together? 

A I am aware of the fact that Bananera ; =~ iuced 
more than both sides of Guatemala had produced together. 

I would have a little trouble without some figures to fix 
the date at which that production rea . that stage. But 
there is no question it reached it. 

Q Looking at this chart, can you tell us where were 
the Guatemala bananas sent to during the early 1960's? 

A They went to anyone of at least four different 
ports. New Orleans with Mobile as an alternate. I speak 
of that collectively as one port because sometimes a ship 
put into Mobile as an alternate only. But New Orleans 
would be one major port of importation, Baltimore--the next 


most important one was, of course, New York. 


4 


Of lesser important would be Baltimore and Charleq- 


ton. They had shipments periodically but not frequently. 

Q How about Mobile? 

a I testified that I included Mobile in New Orleans 
as a kind of an alternate for New Orleans. It never took 
the place of it. It was just an alternate. 

Q Which other of your plantations exported bananas 
to those areas? : 

A We had freedom to export from any of our produc- 
SOUTHERN DISTRICT COURT REPORTERS 
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ing areas to any of those ports. One of our important 
jobs every week was to try to schedule where thebananas 
would come from and the ports to which they would be sent, 
and we had a group of people that worked on that regularly 
as their regular assignment. 

Q Was it a fact that from time to time bananas from 
all of our other plantations were exported to these areas 
that you mentioned for the Guatemala bananas? 

A Oh, yes. The flexibility of the company was an 
important asset and we kept that flexibility at all times. 

Q Did the Guatemala bananas compete in these ports 
for purchases from the jobbers with the bananas from all 
the other areas that you imported from? 

A Oh, yes, of course. 

Q Did you ever send any Guatemalan bananas to the 
West Coast of the United States? 

A I don't remember any. It would have been an 
expensive shipment because we had two good producing divisio 
on the Pacific side of the Panama Canzl, Golfito and 
Armuelles, and I don't remember any catastrophe at those two 
divisions simultaneously that would have required bananas 
to come around from the Atlantic side. 

Q Did you ever also send bananas from Ecuador to 
the West Coast of the United States? 
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A And to the East Coast. We sent them both places. 


Q Did there come a time when you shifted the bulk 
of your export of the Tiquisate bananas from the United 
States to Europe? 

A Yes, yes. The quality of the Tiquisate banana 
got poorer all the time and we could sell that quality of 
banana a little better in the European market than we could 
in the American market. 

Q I believe you have already testified that CAG 
owned the Tiquisate plantations, is that correct? 

A * Yes, correct. 

Q Was CAG engaged in the sale of bananas in the 
United States market? 

A No. All sales in the United States market were 
handled by a sales subsidiary of the fruit company called 
Fruit Dispatch Company. 

Q And to whom did CAG sell the bananas it produced 
at Tiquisate? 

A To the Fruit Dispatch Company, our sales sub- 
sidiary. 

Q Iz it fair to say, then, that CAG was ergaged 
principally in the businegs of the production of bananas to 
be sold *o another subsidiary of the United Fruit or to 
United Fruit itself; 
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i cross 
| A That would be corract, 
Q You were an officer, were you not, of both CAG 
| 
and United Fruit? 
3 | A I was. 
6 | Q -Were the corporate formalities in regard to 
7 | minutes, resolutions, authorizations and the like, required 
a | for CAG as a separate corporation observed scrupulously? 
9 | A At all times. We were very careful in that. 
10 | MR. KLINGSBERG: No further questions, your Honor. 
i | 
12 
13 
‘ 
4 | 
15 | 
| 
16 
17 
18 
19 
20 
21 
2 
23 
24 
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[CROSS EXAMINATION BY MR, BENDER:] 


® # # 


Q And after the Court of Appeals decision, did you 
make a detailed study of the situation? 
A Of the Court of Appeals opinion, I certainly did. 
Q The Court of Appeals opinion? 
A Yes. 
Q And did you also refer to Referee Hammer's deci- | 
sion at that time? 
A I don't believe so. 
THE COURT: Did you look at the judoment that nal 
affirmed? 
THE WITNESS: Oh, yes, yes. 
THE COURT: The judgment below? 
THE WITNESS: Yes. Oh, sure. 
I might Say, your Honor, this was a complicated 
case and I relied primarily on advice of counsel as to what 


it said and what the provisions were and what we had to be 


SOUTHERN DISTRICT COURT REPORTERS 


A 1856 SN calle is 


gte 9 Sunderland ~- cross 923 


2 careful of. 

3 THE COURT: I take it as operating as chief 
executive officer you would want to know what the judgment 
said you could or could not do or should do? 


THE WITNESS: I very definitely knew that. 


THE COURT: Especially since vou were a lawyer. 
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Q And that was correctly reported at that time, 
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isn't that right? 


wie 


A I am sure it was, yes. I might add, and I have 


said this before, but I might add that our hopes that boxing} 


§ 


would develop better quality fruit out of the Tiquisate 


7 . ry 
SS DPT 


Division broke down into two categories. 


fhe first damage was less as a result of the 


SN ie ES 


boxing. We had other damage that we had not anticipated 

a hes early stages in that the box retained the initials: 
heat for a while, then when the shipment went over the 
mountains it cooled down, then it came back to sealevel 
again into the tropical climate and went into our ship where: 
it was refrigerated, and those changes in the temperature : 


became difficult to handle and with the Valery it became 
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a very serious problem because the Valery once it starts to 
ripen, you can't stop it. 

Q Did they actually experiment with boxing Valerys 


at Tiquisate and shipping them over the railroad? 


A Yes. 
& You are sure of that? 
A Yes. 
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WiLL AM VAN Di BP Eh, called as a 
witness by the defendant, having been first duly sworn 
by the Clerk of the Court, testified as follows: 

DIRECT EXAMINATION 

BY MR. KLINGSBERG: 

Q Mr. van Diepen, would you tell the Court briefly 
your college and graduate school education? 

A I graduated in 1935 from the University of 
Toronto in Canada, with a Bachelor of Science in Agriculture, 
in 1937 from Louisiana State University with a Master's 
Degree in Agronomy. 

Q What is your present position, sir? 


A I am Vice President of Research and Development 


for United Brands, Banana Group. 


Q How long have you been employed with United 
Brands or its predecessor, United Fruit Company? 


A Since May of 1937. 
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Q And did there come a time when you went to work 
z -he Tiquisate Plantation? 

A I went to Tiquisate on June 30, 1956. 

Q Prior to that time, what was your position? 

A Weil, I was employed by United Fruit in 1937 as 


a timekeeper. 


Q Just give us the position you held just before 


you came to Tiquisate, to save time. 
> 


7~ 


A I was Assistant Manager of the Tela Railroad 
Company. 
Q Is that the name of the United Fruit Company 


Division in Honduras? 

A That's correct. 

Q Would you tell us briefly the positions which 
you held at .wthe Tiquisate Plantation in CAG, and the time ~ 
period? 

A Well, in '56, I went over as Assistant Manager 
in Charge of Production, and then in October of '59, I was 
made manager until September of 1960. 

Q Aad after that, what position did you move to? 


A Then.I moved to Boston in September of '60, and 


became Assistant Vice President in the Agricultural Depart- 


ment. 


Q For whom did you work at that time? 
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For Mr. Miller. 
And were you Mr. Miller's agricultural advisor? 
A Thats cor: sct. 
Q And since that time, have you held various 
positions in research in Boston? 
A In July of 1961, I was made Director of Research 
for United Fruit. 
Q. Have you been in charge of Research ever since? 


A That's correct. 


Q During the period of time that you were in Boston | 


as Mr. Miller's Agricultural Advisor and later Director 
and Vice President of Research, did you stay in Boston, or 
did you make periodic trips through the Tropical Divisions? 


A I made periodic trips through the divisions in 


a 
my capacity as Assistant tc Mr. Miller and as his Agricultural 


Advisor. 
Q Did you also make trips in your capacity as 
Director of Research? 
That's correct. 


Did you periodically visit the Tiquisate Planta- 


That's correct. 
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Q Would you tell his Honor briefly, what are 
the basic components of the banana plant? 

A Well, you have the rhizome and root system, then 
you have the pseudo-- 

Q What is the function of the rhizome? 

A The rhizome and root system, that is to take up 


nutrients from the soil and to produce your pseudo sten, 


which-- 
3 
Q In lay terms, what would a rhi»ome be? 
A It is like a potato, a tuber, like a potato with 
eyes. 
Q Does a banana plant have a seed? 
A The banana is xseproduced by a rhizome with buds, 


or eyes, just like a potato is. 

Q Now, you are telling us about the stem. 

A Then you have the pseudo stem, which comes from 
the rhizome, oid it is made up of a number of overlapping 


leaf sheaths. 


Q How much of the stem is water? 
A Eighty per cent. 
Q Carn you describe the strength o- a stem of a 


banana plant? Is it like a tree? 


A No, it is not a tree. 


It is what we call-~-it is a pseudo stem. In othe 


| 
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words, it is a false treet. It is made up, like I Say, 
with these overlapping leaf sheaths, which produce a canopy 
of broad leaves. 

And then, after about nine to ten months, why, 
it produces a bud, which has the fingers, the bunch that is 
going to be eventually the fruit, and each bunch will have 
anywhere from nine to ten, eleven hands. 

Each hand has about any ."here from 15 to 18 fingers 


which are your bananas. 
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[VOLR DIRE EXAMINATION BY MR, BENDER; ] 


* ® # 
MR. BENDER: Well, your Honor, well, let me ask 
him some more questions on this. 
Q Sir, isn't DX 7 distorted in that you have included 
one year for Tiquisate in which there was a hurricane which 


eliminated many of the CAG plants in that particular year? 


A Well, this is 1959 to 1963, and this takes in a 


lot oi hurricanes, you can see there that Tiquisate is the 
highest of your stems lost per acre. 

In other words, we have there hurricanes every 
year. Sometimes we have gotten hurricanes, sometimes we have 


got up to 16 different hurricanes a year. 
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[VOIR DIRE EXAMINATION BY MR. BENDER, CONT'D: ] 


Q Now, isn't it a fact, sir, that as a division 


gets down to a liquidating level, like Tiquisate was, that 
there is a greater tendency to losses by blowdown because of 
the fact that the maintenance is not kept up? 

MR. KLINGSBERG: I object to that question. There 
is no evidence of that in this period. 

THE COURT: Well, he is asking him. 

A Insofar as I was concerned, all the time that I was 
in Tiquisate the maintenance was kept up right up until the 
last. 

Q But you were there only up until 1960? 

A That is correct. But I went back and forth every 
year. I represented Mr. Milier, so we kept the division 


right up to snuff up to the last. 
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[DIRECT EXAMINATION BY MR, KLINGSBERG, CONT'D: ] 


Q Can you describe for us, Mr. van Diepen, from 


your own observation the nature of the wind problem which 
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2 existed at Tiquisate? 

3 MR. BENDER: At what time? 

4 MR. KLINGSBERG: During the period 1956 to 1963. 

5 THE COURT: '56 or '59? 

6 MR. KLINGSBERG: Well, he was there beginning in 

7 "56. 

8 THE COURT: No. But I want to see whether it is 

9 comparable to the chart. Are you following the chart or are 
‘ 

10 you going beyond the chart? 

ll MR. KLINGSBERG: I am just asking for his personal 


Q Let's take the 1959 to 1963. Tell us what kind of 
problem there was with the wind. 

A Well, it was during, let's say, from February -- 
we had February to October we were vulnerable as far as 


blowdown winds. And these blowdowns, these wind storms and 


rr 
ee es 


the rain storms would come from the base of the volcanos, | 
and the winds would be anywhere from 32 -- they have been cloak: 


up to 59 miles an hour, and they would come into the 


plantations, you don't know where they would hit, and some 


places they would take everything right to the ground, and 


ze & 8B SB 


‘observations, to describe what actually happened. So I am 
13 not going into figures at this point. 
4 MR. HANDLER: Break it up into two questions. 


these winds, they skip, they would knock out the fruit | 


~~ 


10 


11 


, 
j 


A 1868 1242 


‘grt 7 van Diepen - direct 
that is hanging, so you would end up with quite a devastation 
in your farms. 

Q What would happen to the banana plants under 
these circumstances? 

A The plants with fruit would be blown over, would 
be doubled and the fruit would be lost. The ;lants without 


fruit would be also doubled over. The plants with fruit 


could be uprooted. We lost an awful lot by uprootings. 
These uprootings would have to be replanted. 
THE COURT: With the same stems or different stems? 
THE WITNESS: We would se the sucker from that up- 
rooted plant. 

Q Now, when a banana plant which had i:ot reached the | 
stage of maturity was blown over, what would you have to do | 
with it? | 

A Well, you have to go through the plantation and you 
have to chop everything down. You have to cut that pseudo 
stem through and get that plant, the top of the plant, the 
Jeaf canopy and the plants with fruit, and that is all lost. 
sou have got to chop them down so that you can prepare 

that plant so that the suckers will grow up for the next 
crop, which would be, if it is a bad blowdown, in 12 months. 


In other words, you have lost production for on 
the average of 12 months. 
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Q Now, apart from the severe blowdowns which you 
have mentioned, was there any other wind problem at Tiquisate? 

A Yes. We had a wind commencing the middle of 
January until about the end of May off the Pacific, and this 
wind was quite strong. It would start up at noon, wind whip 
the leaves, and this would increase the scarring of the 
fruit. It would also double some of the weak plants. ‘This 


would be primarily what this wind damage would do. 


5 
- 


We have clocked tnis wind up to 23 ..les per hour 


. 


off the Pacific. 


Q Now, did the soi: at TSiquisate have any effect 


| 
on the extent of wind damage? | 


A Well, with your very bad wind storms, the Tiquisate 
soil is mostly of volcanic origin, very light, Sitio. 
and in a lot of places you wouldn't cail the soil deep. 
In other words, you would run into a lot of sub- 
strata ot sand. 
So, consequently, the uprootings were worse when 
you got into this type of soil. 
Q What kind of soil comp ‘atively did you have in 
Armuelles, _onduras, Bocas or Goli 0? 
A All the soil in other divisions are all laid 
down by rivers, known as alluvial soil. 


Q And how does that compare? 


~) 
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A Well, these soils are deeper soils. They contain 
what we call more body. They are not as fluffy and as 
light as the volcanic soil of Tiquisate. 

Q Now, when you have a blowdown, how long does it 
take to get the banana plants that are blown down back into 
full production? 

THE COURT: He said a year, before, if it is a 
severe storm. 

3 

A Approximately a year. 

Q And did the blowdowns have any effect on the weight 
of the banana stems coming out of Tiquisate? 

A Well, unfortunately, every time you have a blow- 
down you can look for this what we called first year crop 
again, where your bunches are small and you have shorter 
fingers, ae is not what we call top quality fruit. 

So, consequently, Tiquisate was always in the posi- 
tion where 40 to 50 per cent, why, you were always shipping 
this poor quality fruit. 

Q Now, you mentioned the fact that the blowdowns 
generally, the severe blowdowns are generally from January 
to October. We have had testimony about a November 2961 
blowdown. Did that occur unusually late in the year? 

A Yes. Once in a while Mother Nature does that 


to you. And that was a particularly bad one in Tiquisate. 
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1245 


That was a tremendous loss, November lst, I think, 1961. 

Q Did United Fruit Company try to do anything to 
lessen the wind storm losses? 

A Yes. United Fruit, why, we planted ~- while I 
was there, we had -- we tried crop pruning. That was one 
of my programs. But unfortunately with crop pruning, you 
try to bring the cropy in before the wind hit you. We 
had so many different winds in Tiquisate that it was just 


. 


not practical. It was very uneconomical. 


Q So did you then stop doing that? 


A We curtailed it. And my predecessors tried wind 


breaks, and that didn't work either. That wind jumps right 


over those wind breaks. 


Also the winds are so strong that it knocks out 


a lot of the wind break trees. 

Q Now, did there come a time when you tried to plant 
a lower growing type of banana to lessen the wind storm 
losses’* 

A Yes. We came up with the Cocos banana, which is 
a sport of the Gros Michel. It is a mutation or a sport. 
We call it a sport, s-p-o-r-t, of the Gros Michel. 

It is a lower growing variety. The fruit was 

inferior. It was also susceptible tc Panama disease, like 


the Gros Michel. 
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Q How did that affect the long term future of the 
Cocos? 
A Well, when we first started cut, we had high hopes 


for the Cocos. But as we went along, we had seedbeds and 
we had demonstration plots in Tiquisate of the Cocos, 

id as we went along, why, we found that the Cocos resorted 
to type. 


x In other words, it got taller, like the Gros 
= 


Michel, and the fruit was inferior -- in other words, shorter 


td 


fingered, openhanded bunches, not as good as the Gros Michel, 
plus the added bad feature that it was susceptible to 


Panama disease. 
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2 BY MR. KLINGSBERG: 


3 Q What, if anything, were the ultimate results of the 
4 Cocos plantinc: so far as blowdowns were concerned? 

5 A Well, we suffered -- as we got out into the 

6 


" demonstration plots, the Cocos also suffered windstorm losses. 


7 | This was, like I say, a disappointment. And again, the 
8 | fruit was even worse when we had these blowdowns because the 
9 


next crop was pretty poor. 


10 Q How did the Cocos root system compare with the 

ll Gros Michel? 
‘LR ee. Well, bein, a shorter growing plant, the root vic tants 

23 was a lot shallower. 

14 


In other words, the cunt system was plentiful for 
1 the size of the plant, but it did not go down as deep as the 
16 Gros Michel. 

17 Q 


Did that have an affect on windstorm resistance? 


1 A It also was a disadvantage when it comes to standing 


up against strong windstorms, right. 
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Q Now, Mr. van Diepen, I think when we diverted from 


the order of topics to review the various charts together, 


we were catiins about the Cocos banana and you had described 
the fact that that banana was subject to Panama disease, 
is that correct? 

A That's correct. 

Q You also described what happened in regard to 
the Cocos banana from windstorms, when it, as you Say, 
returned to type. 

What did you mean by that, returned to type? 

A Well, it got taller, like the Gres Michel, and 
the fruit was inferior, smaller bunches, shorter fingered 
fruit. In other words, it was not .s good as the Gros 
Michel, with the other disadvantages of susceptibility to 
Panama disease. 

Q Did there come a time when the United Fruit 


Company, and its subsidiaries stopped plantings to Cocos 


banana? 
A That's correct. 
Q Approximately when was that? 


MR. BENDER: I object, your Honor. I think we 
should have documentation %n when they stopped instead of 


the witness' recoliection. There is documentation that they 
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can have. 


THE COURT: I think it would be better, if you 


have them, yes. But I'll take it for the time being until 


you can find your papers, subject to connection. 
THE WITNESS: 1963. I think I recollect 1963. 
THE COURT: 1963 was what? 
THE WITNESS: That we stopped planting Cocos 
bananas. 


THE COURT: Cocos. 
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Q Mr. van Diepen, woul«. you explain to the Court, 


please, what Defendant's Exhibit 10 in evidence shows? 
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A It shows damage in transit, percentage of stems 
rejected at the wharf. In other words, at Tiquisate this 
shows the fruit that is damaged after it reaches Barrios, 
which is 300 miles from Tiquisate, over the railroad in the 
railroad cars, and the rejects are from bruising and scarrin 
and ripes and turnings. And it shows here that Tiquisate 
is much higher than either of the other divisions, Bananera, 
Armuelles, Honduras, Bocas and Golfito, ard this railroad 


. 


trip is Very, very hard on the fruit. 


Even though we went to all ends to try and pad 
the railroad cars with leaf sheaths and we put polyethylene 
tubes on the fruit, why, we still ended up with a lot more 
rejects in Barrios that couldn't be loaded on tiie ship. 

Q Mr. van Diepen, did you ever ride that raiitroad 
with the bananas? 
A Yes, I sure did. 
How many times? 


During my period in Tiquisate I rode it three 


Q Would you please describe the trip step by step, 
referring where relevant to what was happening to the bananz 
across the isthmus? 

MR. BENDER: I object, your Honor. I think we 


. had that through Mr. Haase as to th: nature of the trip. 
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THE COURT: It seems to me. I don't know. 

Isn't it cumulative? 
MR. KLINGSBERG: I would prefer tc have my own 


witness give additional facts to what Mr. Haase testified to. 


MR. BENDER: And in addition, your Honor, he said 


he anly made the trip three times. That wouldn't be repre- 


sentative. 


THE COURT: Well, on that basis, I'll overrule 


» 
= 


it. He was the manager and it was his duty to know about 


But can you add anything more to this than it 
starts in a trepical, low ground, with very humid and hot 
weather, and it has to cross the mountains and that goes 
down to about 66 or 5C degrees, and then it comes back into 
the plains and.it is hot again? Can you add anything to 
that? | 

THE WITNESS: Well, no, except that it is a 
rough ride, your Honor, very, very rough as compared with 
any of the other divisions. 

THE COURT: What do you mean, rough? 

The rail bed is poor? 

THE WITNESS: The rail bed is vey poor, the ride 


is very rough because the train is stopping and sarting, 


and that jerks the fruit and that fruit produces, one ster 
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would bruise another stem. 


‘ 
So this is the reason for this high rejection 


down in Barrios. 


Q Is any part of that trip through desert? 


A Through the Zacapa desert after it leaves the 
Guatemalan highlands. Here again, in this desert, for half 
the year, why, it is very, very dusty and the cars pick up 
the dust, ‘his fruit picks up the dust, and this also adds 


to the abrasion of the fruit. 


Q How does the dust abrade the fruit? 

A The dust gets on the fruit, and with th= rubbing 
between the fingers, or the rubbing between the stems, why, 
you get abrasion. 

THE COURT: By abrasion you mean an actual tear 
in the cover? 
THE WITNESS: Yes, an actual tear in the skin. 

Q Now, you mentioned the highlands. Do the trans 
stop off in the highlands for any purpose? * 

A Yes, to change crews and also for checking “ne 
trains, the maintenance crews. 

Q Do the; stop in the daytime or at. nighttime in 
the highlands? 

A They usually stop-night. 


{THE COURT: How long is that trip from Tiquisate, 


_ 
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or wherever you pick it up there, to Puerto Barrios? 


A Thirty to 35 hours. But it got so that they were 


going beyond 35.. While I was in Tiquisate, it would run 
anywhere from 30 to 35 hours. 

THE COURT: It is only 300 miles. 

THE WITNESS: That's correct. 


THE COURT: What is that? Less than ten miles an 


hour? 


Fes 


THE WITNESS: Yes, your Honor. 


ae 
BY MR. KLINGSBERG: 


Q His Honor mentioned to you the previous testimony 
regarding the change in temperatures. 
What was the chemistry or physiology of that chance 
in temperatures insofar as it affected the bananas? 
; Well, your banana, when it is loaded, it's got 
a let of heat in the pulp, and when it goes up to the high- 
lands, why, with that cold in the highlands, why, it reduces 
that pulp temperature down; it could go down as much as 
20 degrees. 
And then, when it leaves the highlands of 
Guatemala City, and goes down to Barrios, why, it starts 
heating up again and it will get--the pulp temperature, 


by the time that fruit is loaded on the ship, could be 85, 


90. 


» 
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And when you do this t> bananas, when you got 
heat and cold and heat, why, it triggers that chemistry, 
that ripening process. 

In other words, if the grade is a little too 
high, why, which means the banana is more mature, it triggers 
it and it is prone to ripe. 

So this is part of the deal in Barrios, where you 
do have rejection because of turning fruit, ripes and 
turnings. 

Q What do you mean, ripes and turnings? 

Isn't it good to eat bananas when they s<: ripe? 

A Well, this is in Barrios. We haven't got it on 
the ship yet. 

Q What do you mean by a ripe? 

A The banana is ripe. 

Q- If it is ripe in Barrios, how is it when it qets 
to the U.S.? 

A It doesn't go to the U. S. We throw it away in 
Barrios. 

Q Why? 


A Because it is ripe. In other words, it won't 


carry. We deliver green fruit in the U. S. Thr is the 


reason for the refrigerated ships, where you can carry your 


fruit green under. refrigeration. 
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2 Q Now, did you try to do anything about the fact that 
3 the bananas were arriving ripe and had to be thrown away at 
4 the wharf? 
5 MR. BENDER: I object. I don't think he said that 
- 6 || all the bananas were arriving ripe. 
7 MR.KLINGSBERG: Not all the bananas; the percentage 
8 indicated on the chart. 
9 A Included in this figure? 
10 Q Yes. Did you try to do anything with regard to rey 
11 harvesting schedule? | 
12 A Yes. We were trying at that time to do everything 


in Tiquisate, while 1 «as there, to keep production up 


14 because of these hea», blowdowns. Sv we tried boxing. We 
tried boxing of Gros Michel, and we tried boxing on the 


railroad, we tried boxing in refrigerated trucks, with the 


3 & 


permission of Mr. Haase. I talked to him personally. 
So this is what we tried to do to see if we could 


improve tne carrying of the fruit to Barrios. 


Q What happened in regard to the boxed bananas on 
the trains? 

A Well, the boxing started out fairly well because 
we nursed it along. But as we got into increased production, 


the fruit in the boxes just got thrown around and jumbled. 
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The fruit would arrive in Barrios jumbled and there was 
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just maybe not «es much scarring and bruising as the naked me 


’ 


but the other big factor that we had this field heat in the 
boxes and the, boxes held this sield heat and then we would go 
through this cooling again and the heating of the fruit. 

When those boxes hold that heat, why, we have mo.:e 
ripes and turnings. We may have had less scarring and 
bruising. bvt we got into more ripes and turnings, suretiaieets 
on discharge. 

Q 2 Did you try to do anythine with regard to the time 
‘When you harvested the fruit in order to help you on this 
ripening problem? 
A Well, we didn't harvest, start harvesting until 
the IRCA told us that the cars would be delivered at the 


farms. In other words, we couldn't do that until we knew 


that the cars would be there and we could start to cut. 


3 


And cutting started usually early in the morning, as -- 
well, daylight. You have to be able to see the fruit to 
harvest it. 
Q What does grade mean? You mentioned that term. 
A That is the maturity cf your bananas. On the 
average in Tiquisate, why, the maturity period would be 
about 92 days. And so, unfortunately in Tiquisate, in 


order -- the winter months, when we had the cold weather, 
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the colder weather in Guatemala City, we would have to 
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reduce that grade, which meant that we have the bananas -- 
we had to reduce, -- would be with reduced weight. The 
bananas would be thinner. In other words, we would have 
to harvest them, instead of at 92 days, maybe at 80 days 
or 75. 

Q Does that affect the marketability of the bananas? 


A That does. That is correct. 


Q In regard to the boxing, were there boving plants 


 deukeueted in Tiquisate in 1961 and 1962? 
= A that is correct, experimentally. We started 
experimentally and then we branched out. 
Q Tell us about “whe irrigation needs of Tiquisate. 
A When I arrived in Tiquisate in '56, we had about 
7,000 acres under surface irrigation, and I observed that -- | 
this is water that is supposed to flow over the ground to 
‘the plants, to the roots of the plants, and I noticed that 
the water was just disappearing. So I said this is doing 
no bood. 

And they hed started the undertree. So I recommended 
that we could increase the weight cf the fruit, the size or 
bunches if we would go to undertree. And so we did. 

And we did put on considerable weight, increase the productio 
this is not acne blowdowns -- because we got heavier 


bunches. 
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And finally we went right on through, in order 
to improve the complete division, and we made conversation 
on the overhead sprinkler type system. 

Q How did the length of the irrigation season or 
the dry season in Tiquisate compare with other divisions 
United Fruit? 

A Tiquisate had a longer irrigation season. 

Q -3 How long was it? 

| F Well, the season would run, depending upon the 
caiie as. six to seven, eight months. 

Q How did that compare with, say Almirante for irri- 
gation? 

A No, Almirante doesn't need any irrigation. The 
distribution of rainfall is very good. 

Q And how about Armuelles and Goifito? 

A Those are all shorter irrigation seasons. 

Q During the dry season, and considering the fact 
that you are irrigating, what, if anything, happens to 
the bananas, or the plants? 

A Excuse me. I am not reading you, Mr. Klingsberg. 

Q During the dry season, even though you are 


irrigating, is there any affect of that on the banana leaves 


or other parts of the plant? 


A Well, we had svetems that did not give the 
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: 2 reqvired amount of water, and so this is one of the reasons 
3 we went to the undertree, one of the reasons we got 
4 away from the overhead sprinkler type, because the overhead 


5 sprinkler type, you had dry triangles. And when you have 
6 dry triangles, why, you have no production. Those plants 
7 dry up and do not produce. 

8 Q Was the undertree irrigation more expensive 


9 than the other type? 


‘3 
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10 A It was about the same in cost as the overhead 
ll || sprinkler type; expensive, yes. 
Q Did you ever have leaf burning at Tiguisate? 
A Well, during the winter period we did have some 
4 leaf burning and we also had some burning of the fruit. 
ph) Q What does leaf burning mean? 
i A Well, leaf burning is where your leaves dry up 
a along the edges, curl up, and that reduces -- of 
8 course reduces their 100 per cent functioning. 
19 Q Were there any volcanos in Guatemala? 
| 2 A Yes. There is a string of about 14 volcanos, cai | 
\ 21 ing with the border cf Salvador way to the Mexican border. 
2 Q Were there any volcanos in the Tiquisate area? 
: 23 A Well, there are volcanos right behind Tiquisate. 
a ee Q Did that have any affect on the banana cultivation? 
3) A Well, periodically volcano Fuego would erupt 


ba 
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and we would get all that volcano ask into the cultivations, 
on the the fruit. And of course that really messes up the 
fruit because with the abrasion and the scarring, why, 
actually we had to reject some of that, we couldn't ship it, 
right there at the loading stations. 

Q In other words, that would aot be reflected in 
the damage in transit chart? 

‘eige That is not reflected. 

; 
Q : Now, Can you tell us whether in 1962 and 1963 


there was any eruption of volcanos and problems from volcanis 


ash? 


A I was not in Tiquisate at that time. 

Q No. But did you visit Tiquisate or receive reports 
in the regular course of business which informed you of 
that? 

A I can't recollect. 

Q I show you Defendants’ Exhibit 282 for identifica- 
tion, which is a telegram from DeLuwder to Miller, copy to 
you, dated August 16, 1962, and Defendants' Exhibit 366 for 
identificatio.:, which is a telegram dated December 30, 1963 
to Mr. Tilley with a copy to you, and ask you if you received 
those in toe regular course of busifiess? 

A Yes, that is correct. 


Q X¥ show you Defendants' Exhibit 297 for 


A 1888 
1283 
1 jgrf 7 van Diepen - direct 
2 identification, which is a memo from DeLawder to Miller 


3 dated November 14, 1962, copy to you, and ask you if you 


4 received that in the regular course of business? 
5 A That is correct. 
: 6 Q Was it the regular course of business of these persadn: 
7 to report to you on the events, including the volcanic 
8 eruption and the volcanic ash which are mentioned in these 


9 exhibits? 

10 A That is correct. 

li MR. KLINGSBERG: I offer in evidence Defendants' 
12 Exhibits 297, 282 and 366 for the purpose of establishing 


the volcanic ash problem which is described therein. ' 
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I'll receive them. 
(Defendants' Exhibits 282, 297 and 366 for 


identification, received in evidence.) 


| 
| 


BY MR. KLINGSBERG: Mr. van Diepen, what is the chilling point 


! 
of bananas? 
| 


A The Gros Michel is below 53 and the Valery below 56. 
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Q Mr. van Diepen, you testified that the length of 
haul at Tiquisate to Barrios was 300 miles. 
How does that compare with the other producting 
divisions of the United Fruit Company? 
A Tiquisate to Barrios is ui» longest of any of the 
divisions by far. 


Q How far was it from Bananera to Puerto Barrios? 


A 25 miles would be from Bananera. 
Q How about Armuelles? 
' A Armuelles would be around 30 to 35 miles. 


Q Would you go thrcugh the rest of the producing 
divisions? 
A Bocas, Panama, would be about 30 miles. Honduras 


would be about 90 miles. Golfito would be about 70 miles. 
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10 Q We have had testimony about Defendants' Exhibit 
ll 189 in sidizeil git which is a report from Mr. Miller to 
Mr. Sunderland dated March 9, 1961, rating various divisions 
13 in regard to the Valery banana. 
14 What was your position when that memorandum was 


15 written? 


A I was assistant to Mr. Miller at the ‘:me. 


17 Q Did you work on the agronomic aspect of this 
18 N stue y? 
19 A Yes, I did, in addition to Dr. Dunlap. 
Q Are you in accord with the conclusions therein? 
21 A Yes, I am. 
2 I have to say I only worked on certain facets of 
23 this, that is, the soil, the wind damage, minimum temperatures 
A and expansion potential and the relative location. 
+) Q You did not work on new « nies and political 
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A No. Not my area. 

Q Would you explain to us the agronomic factors 
which led ene to your rankings in regard to the soil 
condition? 

A Almirante has got -- I mentioned previously that 
Almirante, Armuelles, Golfito, Honduras, and Bananera, the 
soil is sAtevber: and Almirante has very good deep friable 
‘soi. t ‘shoulda Say that wher we looked at this whole program 
it was decided that we would only take first class soil for 


any planting of Valery. This was because of the increasea 


production we would get from Valery so we needed less land. 
So we went only looking at the first class soil in every 
division. 

Almirante came up first, Honduras second, 
Armuelles third, Golfito fourth, Bananera fifth and Tiquisate 
sixth. 

This was the rating we gave. 

Q You have already described, have you not, earlier 

the soil problems at Tiquisate? 


A That is correct. 
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Q The next item is minimum temperatures and other 


growing conditions’. 
Can you ex; lain to the Court the reasons for 
your ratings in that regard? 

A Well, Almirante, Armuelles, Golfito, there is no 
problem because of any possible chilling, but in Honduras 
and Bananera, there is a problem periodicall, here we 
do get cold weather from the north and we have had chilling 
in both*those divisions over the years. 

So that's the reason why we rated Honduras 5, 
and Bananera 6. 

As you know, Tiquisate was fourth and we rated 
Tiquisate fourth because of the problem of having to go over 
the highlands from Tiquisate to Barrios. 

Q Was the problem of going over the highlands 
also taken into account on the relative locations where 
Tiquisate is rated last? 

A That's correct. 

Q Explain to us the wir 1 damage rating. 

A In Almirante very seldom do we have any winds, 
any windstorms. Golfito they do have windstorms, but, along 
with Armuelles, not very bad. Bananera is rated fourth. 
Windstorms are not heavy there. 


I must say ever division once in a while 


10 


ll 


14 
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Sustains windstorms but Honduras was rated fifth, then 
Tiquisate, sixth. . 

The divisions other than Tiquisate, why they may 
have one windstorm or two, but Tiquisate, why, when I was 
in Tiquisate, we had up to 17 different blows. So you can 
see that they were being pecked at all the time. This is 


one of the reasons we rated them number 6. 
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Mr. van Diepen, what is Panama disease? 
It's a soil-borne fungus. 

Q What does it do to the banana plant? 

A It kills roots and goes up into the plant. It's 
known as a systemic disease, and it blocks all the vessels 
that transport the nutrients and water to the plant, to the 
leaves, to the fruit. 

Q How does it spread? 

A It is spread by u soil-borne fungus. It's fungus 
in the soil. 

Q For example, if there was a car going along the lana 
could it pick up the fungus and take it to another part? 

A That's right. Pedestrians can take it and tools 
and implements can carry it. 

Q Once the Panama disease fungus invades the soil, 
is it possible to replant Gros Michel or Ccecos bananas? 

A No, it is not. They are not resistant. They are 

very susceptible to the fusarium disease. 

Q Does Panama disease affect cotton? 

A No, it doesn't, not this particular strain 


that we are talking about. 
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MR. KLINGSBERG: This is the whole Tiquisate. 
He is going to explain which are good banana lands and which 
aren't. | 

THE CUURT: The question is does that include those 


which nad already been sold off. 


MR. KLINGSBERG: It is a map of the entire Tiquisate 


THE COURT: I am not asking you that. 

Are you going to testify to the banana-growins 
Capacity not only of lands still owned by CAG but also lands 
that had already been s ld? 

MR. KLINGSBERG: What I am trying to establish -- 


THE COURT: I am asking the witness. 
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THE WITNESS: No, your Honor, I was going to point 
out the areas that Mr.’ Klingsberg was talking about not in 
bananas, the possibility for bananas. 

MR. HANDLER: In '63. 

THE COURT: It is a '64 map, you see. 

MR. KLINGSBERG: Tigtieavé -- the dimensions of 
this place didn't change. 

THE COURT: That is why I asked him if he was 
going to include lands already sold off and he said no. I 


~ 


. 
can lead a horse to water but I can't make him drink. 


THE WITNESS: I can give the picture of the i 


THE COURT: Give it including the lands that have 
been sold. 
MR. KLINGSBERG: May 506 be received in evidence? 
MR. BENDER: May we first find out what is about? 
THE COURT: Yes. 
Q What is the pink area? 
A The pink area is the area that was donated to the 
government, 100,000 acres, back in 1954. 100,000 acres. 
Q That is 100,000 acres which CAG Siied to the ~ 
Government of Guatemala? 


A That is correct. 


THE COURT: In 1954, you say? 
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THE WITNESS: Yes, your Honor. 

Q What was done with that land by the Government of 
Guatemala? 

A Well, that was turned into an agrarian reform pro- 
gram and they selected growers, and the growers, they were 
alloted a certain area which they grew rice and corn and 
beans and maybe had a cow or two, some poultry. 

THE COURT: No bananas? 
THE WITNESS: No bananas. 

Q Did the government do anything to encourage or 
aid the farmers to grow bananas there? 

A No, they didn't, 

Q What would have had to be done to enable those 
farmers to grow bananas? 

A The government would have had to subsidize them 
at quite an expense. 

Q In what way? What would have to be done to this 
land so bananas could be grown? 

A Number one, you would have to have a railroad, 
roads, and irrigation and drainage, just the whole works, 
at a considerable expense. 

Q Is there any other country where the country 
provided that sort of aid that you know of? 


A Yes, in Ecuador they did that. 


—— 
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Q On Defendant's Exhibit 506, there is a yellow, 


circled portion. What is that area? 
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A That was virgin land that the company was holding 
for possible expansion for Gros Michel. The reason for the 
corridor there was to hold that area so that if we did go 
and expanded into this virgin area, we would be able to put 
a railroad through there to connect up with the Tiquisate 
railroad. 

Q As of the time Tiquisate was closed, had there 
been any railroad connection to the yellow-enclosed area? 

A No. 

Q Had that land been prepared for banana growing 
in terms of all the things you mentioned: drainage, irri- 
gation, et cetera? 

A No, this is virgin land. Virgin land means 


timber, woodland. 


van Diepen - direct 


Q Mr. van Diepen, coming to the Valery banana, how 
did the Valery banana compare with the Gros Michel banana 
in terms of its skin? 

A The Valery is a thinner skinned banana. 

Q In making your evaluation as to the places to 
grow Valery bananas, how does the thinness of the skin of 
the Valery enter into the picture? 

A Well, this meant that we would have to go to 
boxing. We couldn't ship the Valery in stem form. 


Q Did you expect that on the railroad's haul the 


Valery. would have a better or worse performance than the 


Gros Michel? 
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Worse performance. 


Why is that? 


1325 


Because of the thin skinned nature of the banana. 


Very susceptible to bruising and scarring, abrasion. 


Q 


Michel? 


A 


Q 


Which ripens faster, the Valery or the Gros 


# 


Once it's triagered, the Valery. 


And in connection with the sending of bananas 


in boxes, how does that factor enter into your consideration? 


A 


% 
> 


THE COURT: 


MR. KLINGSBERG: 


Consideration of wrat? 


Of where to plant Valerys. 


Well, naturally when we were preparing 


of Mr. Miller's, we were looking for the shortest 


port in evaluating all the divisions. 


Q 


faster enter into the consideration? 


A 


How, specifically, did th» question of 


this memo 


haul to 


ripening 


Well, number one, we have to deliver green fruit. | 


We have to transport and discharge fruit, whether sts 


U. S., Canada or Europe, and from the area of Tiquisate, 


because of this warm, cold, warm, we had very poor results 


in delivering this fruit in green condition. 


Q 


Did you expect that situation would be worse or 


better in comparing the Valery relative to the Gros Michel 


from Tiquisate? 
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Worse. 
Worse for the Valery? 
A For’ the Valery. 
Q What about the stem of the Valery, how did that 
compare with the Gros Michel? 
A Excuse me? 
Q How did the stem of the Valery compare with your 
Gros Michel in terms of how strong it was? 
A Well, it has a weaker stalk, and like I said beforp, 
it is thinner skinned and we could not ship it in stem 
form, it had to be shipped boxed. 


Q Which had a more fragile stem, th2 Valery or the 


A The Valery. 


Gros Michel? | 
| 


Q From your various experiments and observations, 
did you determine whether the Valery could be blown down? 

A Yes, we had experiments in Tiquisate. The blow- 
downs were not as intense as the Gros Michel, but it worked 
out where if you had a wind of 32 miles an hour and it was 
low, in other words, right into the bananas, we would get 
losses. 

Q Did you frequently have winds of more than 32 
miles an hour in Tiquisate? 


A Yes. Like I said little while ago, I think, 
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2 I recollect up to between ten and 17 different blowdowns 
3 in one year, different windstorms of winds rangiag from 32 
4 to 59 miles per hour. 
5 Q Did Tiquisate have more winds of that eoveiebee 
6 than other divisions? 
7 A Oh, yes, definitely. 
8 Q How did the root system of the Valerv compare with 
9 the root system of the Gros Michel? 
10 A Well, here again it's a shorter plant and you have 
ll a much smaller root system com-ared to Gros M* ael and it 
2 was a shallower root system in the soil, in other words, 
soil in Tiquisate. How did the short root system and the 
light volcanic soil enable the Valery in Tiquisate to with- 
7 stand windstorms? 


A Comparing the divisions, why, we had much mere 


losses, there would be much more losses in Tiquisate because 


of that light volcanic soil. 
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13 the roots did not go down as deep. 
14 Q You have already mentioned the light volcanic 
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Q During the period, sir, that you were manager or 
assistant manager of Tiquisate, did you negotiate uny leases? 

A In the normal course of business, yes. 

Q What was the purpose cr purposes of leasing land 
in the period of time that you were manager or assistant 
manager? 

A Well, we had these areas abandoned because of 
Panama disease and we wanted to get some remuneration. So 
we leased these lands out for cotton and pasture. At about 
the time that I was there, why, a cotton boom had started 
on the West Coast, and this was very excellent cor: land. 

Q Now, did any of those leases contain the purpose 
for which the land was to be used? 

A Yes. We had to put dowa that this was cotton 
or this was pasture, because th ‘mount that we charged 
for rental of these areas, why, for cotton, it was a higher 
rate than it was for pasture, so you had to stipulate that 


on the contract. 


Q And why didn't you put that’ it could be used for 
bananas? 
A Well, because it was land that had been abandoned 


for Panama disease. You can't grow bananas. 
Q Was there a squatter problem in the period of 


time that you were in Tiquisate? 


5 
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A Yes, we had a squatter problem that was, you 
might say, chronic. Whenever we had unrest in the country, 
they would use this as a premise-to get in on company land, 
to plant corn and raise beans. The problem was that they 
would try to get in on land that we were holding for bananas, 
virgin land, and it would be difficult to get them off once 
they got established. 

Q What did you do about that? 

A Well, we had old squatter area below Tiquisate, 


~ 


below the banana farms, and we usually coaxed them into goinc 
this was agreed on with the Government, so that they could 
go in sail desis up their shacks and plant whatever crops thev 
wanted. 

Q Did you lease any land for the purpose of helping 
to solve the squatter problem? 

A Well, we leased lands--this was another form of 
protection for the company. 

In other words, pasture land and cotton land, 


this was a form of protection where they wouldn't be overrun 


| 


by squatters. 
Q Was the cattle land fenced? 
A The cattle Land was fenced, that's correct. 


Q Did that help to keep the squatters out? 


SOUTHERN OISTRICT COURT REPORTERS, U.S. COURTHOUSE 
en evecrrcee wewvneew wy ca %asen 


A 1907 


3 van Diepen - direct 1331 


A We went further than that. This virgin land we 


had to fense too to keep them out, land that we had set 


aside as potential banana land. 
THE COURT: Can I get some idea? How much of 
the acreage, how much, is that virgin land that you speak 


uf? 


THE WITNESS: That's about, let's say, 50 to 65,00 


Q Who had an easier time keeping the squatters out? 


a 


The local lessee or CAG? 

A No, the local people. They could do a better job 
than we could. 

Q Was there ever anv violence from the squatter 
situation? 

A Well, yes. We had trouble. They gave our land 
agent a bad time, let's say. 

As a matter of fact, after I left one American 
was killed because of this squatter situation. 

Q I believe you testified that some of the land 
which was leased during your tenure was pasture land, is 
that correct? 

A Pasture and cotton, both. 

Q But sone was pasture. 


Correct. 
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Was that suitable for banana growing? 


No. 


1009 
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Q During your tenure there, was also some land sold 
pursuant to PX 359 in evidence, 17,000 acres that had been 
formerly leased to cotton growers? 


What was that acreage used for? 


A Well, that was abandoned banana land that we leased 


to the cotton growers-- 

Q The land that was sold, we are talking about? 

A And we turned around and sold them that land. 

Q What was it used for? 

A For cotton. 

Q. | Could the purchasers have used it for bananas 
if they wanted to? 

A No. It was abandoned banana land, Panama disease. 

Q But there was no legal restriction on using it 
for bananas, was there? 

A Absolutely not. 

Q You have already testified about the 100,000 
acres which was ceded to the Government on which bananas 


could have been grown. tlas there any other land available 
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in Western Guatemala where bananas could have been grown 
that was not heid by CAG or United Fruit? 

A We estimated that there was possibly about 50,000 
acres on the West Coast that was available for bananas, for 


development. 


Q After Standard Fruit left in November 196l, was 


that land available for use in banana arowing? 


A Definitely. 
Q Do you include that in addition to the 50,000? 


1911 
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Q Would you look at Defendants' Exhibit 506 in 
evidence and show the Court where the IRCA tracks ended and 
where the CAG tracks began? 

A Well, this is Rio Bravo (indicating) and this is 


the IRCA track, and this is all CAG, all the way through. 


It goes all the way down. You got a loop in here. 


In other words, we had about 90 miles of track 


4339 
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in the Tiquisate areca. 
THE COURT: Did you go all the way to the Pacific? 
THE WITNESS: Yes. It stops about here, your 
Honor. (indicating). 
THE COURT: How far is that from the coast? 


THE WITNESS: It is about a couple of miles. 


Q That as at the bottom of which farm? 
A Ticanlu. 
Q Who operated the trains on the CAG 90 miles of 
; 
track? . 
A Well, the IRCA, brought the cars to the Tiquisate 


junction, in other words the empties from Barrios, 

and they left them there. Then CAG had their own spot engine 
and crews, spot crews, and they would take htose cars anc spo 
them at the varicus farms to be loaded, 

Q What is a load spur? 

dX A load spur is where the fruit is brought in from 
the farms by carts and tractors and loaded into the railroad 
cars. 

Q And where would those have been located? 

A Those would be located -- you would have one or 
two of these per farm area, and they would be sidings right 
along the main railroad. 


Q And whose locomotives carried the cars thorugh 
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the Tiquisate plantation? 


A These are CAG. 


Q Now, did you ever visit the Standard plantation? 


A Yes. I was there. I visited them about three or 
four times, particularly when Mr. Richardson was there. He 
was the manager. He was a great friend of mine. 

Q At the Standard plantation, who brought the empties 
into the farm land to the places where they were spotted? 

A IRCA did all the spotting. They did, because Standar« 
didn't have any locomotives or cars. 

Q And did Standard ave any tracks? 


A Yes. The IRCA built the tracks in to serve the 


They were IRCA's tracks. 


Right. 
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Q Now, can you tell us, please, from an agronomic point 
of view, what were the comparative advantages and disadvantages 
of growing cotton in the Tiquisate area as compared with 
banana growing? , 

A Well, cotton was grown on Panama disease-abandoned 
land, and this was good, fertile land for cotton and the 
growers that leased the land and eventually purchased the lan 
they didn't have to do any clearing. All they had to do was 
take their produce in there and start land preparation and 
go to planting cotton. 

Q Does cotton require the same kind of extensive 
irrigation that the bananas 10? 


A No. No irrigation for cotton. 
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Do cotton plants blow down? 
No. 
Q Was it cheaper or more expensive to grow cotton 
than bananas? 
A Cheaper to grow cotton. 
THE COURT: How much do you get on a dollar yield 
on an acre of cotton as compared with an acre of bananas? 


THE WITNESS: Your Honor, I don't know. 


~ 
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Q Did you plant Cocos a«< er 1960 in Tiquisate? 
A Yes, we had seedbeds and demonstration areas going. 
Q Was there any other problem in 1962 besides the 


Panama disease and blowdowns which affected the production? 


A Yes. We had a Nematodes survey made and found 


that Nematodes were doing a lot of damage. 


THE COURT: 


THE WITNESS: 


To what, the Cocos? 


The Cocos and Gros 


Michel. 
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Q I show you Defendant's Exhibit 122, a memorandum 

from van Diepen to DeLawder dated January 12, 1960, and ask 
' 

you if that is a report which you made while you were manager 
in the regular course of business? 

A That's correct. 

Q It refers to cold nichts. Were cold nights a 
problem in Tiquisate? 

A That's correct. 

Q Did that adversely affect the fruit? 


A That adversely affects the maturing of the fruit, 


plant growth. 
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JOHN M. FOX , called as a witness by the defend- 
apts, being first duly sworn, testified as follows: 
DIRECT EXAMINATION 


BY MR. KLINGSBERG: 


Q Mr. Fox, would you tell the Court, please, when 
you first became associated with the United Fruit Company? 


A With your permission, can I refer to a chronology 


here? 


THE COURT: Yes. 

A (Continuing) I became a director of United Fruit | 
December 19, 1960. 

Q Would you please run through the remaining items 
in your notes and tell us the various positions you have 
held and the time periods during which you held those posi- 
tions? | 

A Yes. At the time I was a director I was presicent 


of Minute Maid Corporation. That I had sold to Coca Cola, 
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and I left Minute Maid after that sale and became executive 
vice president of United Fruit February 1, 1961. I was 
promoted to president and chief operating officer on Sept- 
ember 28, 1964. I became president and chief executive 
officer April 1, 1965, and I became chairman and chief 
executive officer on April 19, 1967. 

Then United Fruit became United Brands, and I 
became president of United Brands July 1, 1970, a position 
I resigned from on August 1, 1971. At that time, I became 


presida it of H. P. Hood, Inc. 


THE COURT: Did you succeed Mr. Sunderland as 


president? 
THE WITNESS: Yes; I did. 

Q During the period of time beginning in February 
1961, when you were executive vice president, what was the 
principal area of your responsibility? 

A My first area of responsibility was to investigate 
and study the marketing aspects of marketinc bananas for 
United Fruit. 

Q Now, sir, can you tell us, during the period 1961 
through 1964 -- and you may refer to the chart, Defendant's 
Exhibit 169-A in evidence -- which of the United Fruit 
divisions shipped to the eastern and Gulf Ports of the 


United States? 


on 


17 


& 


A 1920 


1663 
Gwr 5 Fox - direct 

A The banana divisions, as we called them, namely, 
the plantation areas that shipped to the eastern coast 
were, first ox all, Guatemala, the Bananera Division, 
Tiquisaiu, the West Coast of Guatemala, Honduras in La Lima, 
the riame of the town; the Fust Coast Division of Panama, 
known as Bocas or Almirante, and Armuelles on the West 
Coast of Panama. 

We also had some shipments from Ecuador, some 
shipments from Santa Marta in Colombia, minor shipments 
from the Dominican Republic, and I believe some test ship- 
ments from Jamaica. 

THE COURT: ‘hat time was this? 

MR. KLINGSBERG: The question was 1961 through 
. 964. 

THE COURT: Hasn't that been covered by Mr. 
Sunderland? 

MR. KLINGSBERG: It is a preliminary question, 
your Honor. 

THE COURT: Idon't want repetition. There isn't 
any point to that. When you are dealing with objective 
facts, Mr. Sunderland has put them in the record. You don't 
need Mr. Fox for that. 

Try to ask questions where Mr. Fox can supply 


relevant information. 
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Q- Mr. Fox, in planning to produce and import 
bananas to meet the demand in the East and West coast ports, 
did United look at or consider all these producing areas 
together, or did it consider particular places in isolation? 
A We considered the whole area as a source of 
supply for the bananas we were selling throughout the United 
States. 
Q Did United during this period, 1961 through 1964, 
make any tlans for importation of bananas from Guatemala 
to the United States without considering what it expected 
to import from the other divisions you mentioned? 
A No. 
Q During the same period of time, could you tell 
us, please, the names of the companies and the source 
areas for bananas which you regarded as competitive with 
yourself in the Eastern and Gulf ports of the United States? 
A I will try to remember them, Mr. Klingsberg. 
There were twenty-five or thirty compan °*s « igaged in the 
banana trade. The ones I Senate that are not Spanish 
names -- because I have forgotten those -- are Standard 
fruit, of course -- 
Q Let's take Standard. Did Standard have plantations 
of its own in this period? 


A Yes. Standard had plantations in the Central 
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American area and also, I believe, in Ecuador. 
Q In what countries did Standard have plantations 
during this period? 
A In Guatemala, in Honduras,and at some point in 
this period they established some plantations in Costa Rica. 
Q Is there any other company that shipped from 


Costa Rica to the East and Gulf ports of the United States? 


some plantaticns and some shipments from Costa Rica. 


A As I recall, the West Indies Fruit Company had | 
| 


Do you want me to finish on some of these companies? 
Q Yes; please. 
A Then, in addition to the ones I have mentioned, 
there were companies known as the Parker Fruit Company, 
Pan American Fruit Company, Continental Fruit Company, 
Neboa Fruit Company. Consolo had a company the name of 
which I have forgotten. 
I can't think of any more. 
How about Ecuadorian Fruit Company and Mr. Staff? 
Yes. 


THE COURT: You can lead him on a subject like 


Andes Fruit Company? Mr. Lally? 
Yes. 


Atlantic Banana Company? 


A 


Q 
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Yes. 
Thatcher Banana Supply Company? 
Yes. 


Now, sir, were bananas imported from all of the 


tropical countries you mentioned suitable for purchase by 


jobbers 
A 


Q 


in the United States and consumption by consumers? 
Yes. 


Did the quality of the bananas imported from 


these places vary from one shipment to another? 


A 


Yes. Banana quality, the nature of the fruit and 


the nature of the way it is grown, weather conditions, 
. ' 


shipping conditions, created a great variety in quality. 


Q 
quaiity 


you and 


We have 
I don't 


opinion 


A 
general 
when it 


when it 


How did the Tiquisate quality compare with the 
of the bananas from the other areas imported both by 
your competitors? 

MR. BENDER: I will object to that, your Honor. 
statistics in the record which bear on quality, and 
think this witness should be permitted to give his ~ 
on that. 

THE COURT: I will allow his opinion. 

In my opinion, the quality of Tiquisate Fruit in 
was below that of other areas. There were times 
was quite acceptable, but there were other times 


was inferior. 
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THE COURT: Wasn't there a time you were getting 
more for the Tiquisate fruit than you were for the East 
Coast fruit of Guatemala? 

THE WITNESS: Yes. I think that could have happene 
your Honor. 

THE COURT: Why would that be? 

THE WITNESS: It would be occasioned by a poor 
condition that might have resulted from weather conditions 


and other sources at that particular moment in time, in 


which Tiquisate fruit came through in good shape and was 


viewed by the buyers, who were very, very particular, to | 


be superior. But it was not the general rule. 

Q Even when the general rule applied and the 
Tiquisate bananas were inferior to the other bananas, were 
they regarded by you as nevertheless competitive in these 
markets? 

A Yes. Bananas are bananas, Mr. Klingsberg, and the 
fact that they originated in one location or another in the 
tropics made no difference as far as the market was con- 


cerned, and no difference at al] as far as the housewife 


is concerned. She couldn't tell one from another. 


Q Did the price received for bananas from the 
various locations you have mentioned, both yours and com- 


petitors, vary from day to day, week to week, month to month? 


’ 
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A Yes. The price for bananas is probably as volatil 
a food pricing situation as any I have ever seen. It would 
vary from very, very low figures, sometimes not sufficient 
to cover the freight from the tropics to the market, to a 
higher figure, which would be acceptable from a profit point 
of view. But there would be a range, a very wide range, and 
a constantly changing range. 


THE COURT: What is that based on? Supply and 


demand or other factors? 


THE WITNESS: Supply and demand primarily. 
Basically supply and demand. There were a few other, minor .- 
factors at times, your Honor. A major snowstorm in the 
East would create « tremendous back-up of fruit in the ports 
and a chaotic marketing condition. 
THE COURT: That is supply, I suppose. 
Q Was the price of Tiquisate bananas affected by 
the comparative quantity and quality of bananas coming 
from the other areas you mentioned? 
A Yes. 


THE COURT: Are there prices for banana futures, 


THE WITNESS: No. 
Did Standard Fruit own its own banana ships? 


They either owned them or leased them. They had 
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ships that were dedicated to service of their fruit, but I 
believe most of the ships were leased, not owned. 

Q Where did the other competitors you mentioned ob- 
tain their shipping? 

A There were charter arrangements made, and there 
was space aboard the Grace Line ships that serviced primarily 
the Ecuadorian supplies, so that there was adequate shipping 
available to anyone that wanted to get into the business. 

Q Did Brunx Line and Colombiana also, in addition to 
Grace, regularly offer space to competitive banana shippers 
on their boats? 

A That's true. 

Q In addition, were there other shipping companies 
that provided shipping space to your competitors? 

A I am sure there were. I don't remember the names 
of them. 

Q What did it take to enter the market for the 
importation and sale of bananas into the United States? 

A It took very little as far as assets were concerned 
You would have to establish a buying office in the Ecuadorian 
area to make arrangements to buy fruit, arrange for ship- 


ments to the ports on these charter boats in these spaces 


that were allowed and available, and at the marketing end 


an office with a telephone or two would be all that was 
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needed to handle the marketing side of getting in the banana 
business. Ease of entry was very, very simple. 

Q Did you ever visit Ecuador? 

A Yes. I visited Ecuador on several occasions, for 
two or three days at a time. 


Q Did you fly over and observe the plantations? 


A On one occasion I took the company plane, and they 


wanted to show me the vast extent of the plantings that were 
going on in Ecuador, and from the air I observed what ap- 
peared to be a fifty-mile solid planting of bananas in a 
corridor right up the center of the country. . 

Q Did you also receive reports from your people in 
Ecuador in the regular course of business as to the nature 
of the Ecuadorian banana operation? 

A Yes. 

Q And what were you informed and what did you observe 
for example, in regard to the approximate amount of acreage 
that was used for banana growing in Ecuador? 

A Well, I never measured the acreage, but I had 
reports that indicated there were something in the order 
of 400,000 acres of bananas in production, new plantings 
constantly going in, all with the assistance of the 
Ecuadorian Government. 


The supplies, as far as we could determine, were 
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absolutely unlimited. 


THE COURT: What kind of banana were they growing 


there? 


THE WITNESS: They tere growing Gros Michel there 


at that time. 


Q I show you a document which was marked Exhibit 542 


for identification. 

MR. KLINGSBERG: Mr. Bender, do you have any ob- 
jection to t ? 

MR. BENDER: No objection. 

MR. KLINGSBERG: I offer Defendant's Exhibit 542 
in evidence. 

(Defendant's Exhibit 542 for identification was 

received in evidence.) 

MR. KLINGSBERG: If your honor ‘lease, this 
document is one of the reports to which Mr. Fox referred, 
and it stated: 

"It is common knowledge that for many years total 
available production has never been shipped, due to 
lack of purchasers." 

That talks about Ecuador. 

THE COURT: Lack of what? 


MR. KLINGSBERG: “It is common knowledge that for 


many years total available production has never been shipped, 


Oot + oe RSENS. 
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due to lack of purchasers." 

That is in regard to Ecuador. 

MR. BENDER: May I finish that sentence, since 
Mr. Klingsberg stopped in the middle? 

THE COURT: Sure. 

MR. BENDER: “However, 1964 looks like the year 
that Ecuador will reach its full potention, and this makes 
Eddie Taylor's task difficult." 

THF COURT: What was Eddie Taylor's task, that 
was referred to in that memorandum by Miller? 

THE WITNESS: I will have to see the memorandum. 

I don't know. 

I am trying to recall back to the date. I think 
we were looking for supplies te Ecuador as a fill-in source, 
and the difficulty expressed hear by Miller I am sure refers 
to the fact that themly way you could really tie up high- 
quality supplies and depend upon them -- 

MR. BENDER: I can't hear you, Mr. Fox. 

THE WITNESS: -- depend upon these supplies was 
to go into long-term contracts with the growers, and we 
didn't want to go into any long-term contracts in Ecuador, 
because our Valery was coming in in such spectacular fashion, 
and it was difficult for us to gauge me much of the fruit 


would be supplied by our own plantations, so Eddie Taylor's 


, : "7 
ft 


nail 
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2 job, trying to get fruit on an on-and-off basis, was a very 
3 difficult problem. | 
4 THE COURT: Thank you. 
5 Q Mr. Fox, to your knowledge, in 1964 and subsequent 
6 thereto, while you were with the company, did the amount 
7 available in Ecuador continue to substantially exceed the 
8 amount shipped? 
9 | MR. BENDER: Your Honor, that is vague. Could we 
10 have it in terms of a specific time period? Does it mean 
ll up to. "69 or °“70? 
2 THE COURT: Yes. I think you should give a specific 
i3 time period. 
14 Q Let's take 1964. | 
15 MR. BENDER: Could we have the question again a: 
16 to 1964? 
17 THE COURT: Yes. Read it back. 7 
18 (Question read.) 
19 A It did, to my knowledge. 
20 
21 
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Q Mr. Fox, were there ever occasions where, due to 
a blow-down or weather condition of some other sort, there 
was a gap in the amount of bananas which you had intended 
to bring into the United States ports? 

A There were many occasions of that sort, because 
it is in the nature of the business to have blow-downs every 
year and loss of supply. SPRL. IBS oa 


Q And on those occasions, were you able’to fill the 


gap by drawing on the potential supply in Ecuador? 


A Well, we weren't able to fill it always completely, 


because of our in-and-out role in Ecuador, but it was 
always filled. 

In other words, the minute our supplies were 
shortened up by weather conditions, fruit came in in in- 
creased quantities from Ecuador to fill the vacuum. 

Q By your competitors? 

A By our competitors, for the most part. 

Q Can you describe for the Court, please, the proces: 
of the sale of bananas which occurs as we banana ships of 


United and its competitors are approaching the Eastern and 
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Southern Coast ports from the various areas you mentioned 


at the outset? 

A Well 
Ships are dest 
as far as we k 


when the ships 


How does it work? 
, basically, it is a type of an auction. 
ined for ports, both our own ships and those, 
now, of competitors. The trade is contacted 


are a day or two out of port, advised of the 


fruit that's coming in. Negotiations are engaged in in 


pricing that f 
which consists 
hopefully by t 
sold at an agr 

THE 


This is what I 


ruit to supply the demand of those buyers, 

of banana buyers and chain store buyers, and 
he time the ship is tying up it will have been 
eeable price. 

COURT: Let me ask you a question right there. 


don't understand about the business. 


That means ‘ .av. ihe buyers are buhing the bananas 


sight unseen? 
THE 
THE 
THE 
docks. 
THE 
THE 
measure up to 
condition is. 


THE 


WITNESS: Yes; subject to their inspection. 
COURT: It is subject to inspection? 


WITNESS: Subject to inspection when the ship 
COURT: Does the price change upon inspection? 
WITNESS: Quite often. If the fruit does not 


what the salesmen have told them what the 


courT: Do you have a surveyor there? 
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THE WITNESS: The buyers do inspect the fruit as 


it comes off. 

THE COURT: Suppose there is a disagreement betwee 
the buyer and the seller. What happens? 

THE WITNESS: We try to get it settled. 

THE COURT: Without any third party intervening? 

THE WITNESS: Yes. You are dealing with a perish- 
able commodity. 

THE COURT: You have to move fast? 

THE WITNESS: I have described it like selling 
ice in a hot sun. 

THE COURT: The only reason I asked you is, you sa 
you don't sell it as a Tiquisate banana or as a Cocos 
banana. 

THE WITNESS: We sell it as bananas. 

THE COURT: How do you describe the quality of 
the fruit to a ma. who hasn't seen it yet? 

THE WITNESS: These are all very knowledgeable 
banana people that are buying and also selling, and they 
usually describe jit as to its grade, which means the degree 
of maturity that the fruit has reached on tine tree before 
it is cut. 

THE COURT: Size? 


THE WITNESS: Size. When the fruit moved from 
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stem fruit to boxed fruit, we tried to have uniformity of 
clusters in the box, and it was our objective, from quality 
control and inspection at tie port and at the farms, to 
up-grade the quality as high as possible, and we did develop 
a reputation for having high quality fruit by that device. 

A lot of this is based on trade relationship, 
cluster relationship. They trust the people they are doing 
business with. We found that if on arrival, sometimes even 
at the marketplace after the fruit had been put upon trucks 
and freight cars, if it did not arrive in the condition that 
it should have, we would have anot, 2r negotiation, and 
quite often have to reduce the price. 

THE COURT: What I don't understand is, when you 
put Valery in, for example, weren't you telling the buyers 
before the ship came in that these were going to be Valeries 
instead of Gros Hichel? 

THE WITNESS: We had to tell them it was Valery. 

THE COURT: You had to tell them something about 
the nature of the banana? 

THE WITNESS: The Valery fruit had to be ripened 
in a different process and different procedure than the Gros 
Michel, but as far as the source of the fruit was. concerned, 


whether it came from Honduras or Tiquisate or Panama, that 


was immaterial as far as the buyer was concerned. 


4 
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THE COURT: And yet you said that the Tiquisate 
banana was inferior in quality to the others? Didn't the 
- buyers know that? 

THE WITNESS: Yes; they knew it when they bought 
the fruit. This was what the averages showed at the end of 
the year, a given marketing year, that we would average a 
lower price quite often for our Tiquisate fruit because of 
quality. 

THE COURT: All right. 

BY MR. KLINGSBERG: 

Q Was the price which United received for its 
bananas affected by the price which your competitors were 
asking for the bananas they were bringing into port? 

A Oh, yes. It was a free-for-all, Mr. Klingsberg. 

Q What do you mean by that? 

A The competitors’ fruit was selling head-to-head 
with United Fruit's fruit. If their prices were dropped, 
we would have to lower our prices if we wanted to move our 
shiploads. 

I have been in the food business most of my life, 


and I have never seen a more competitive, more turbulent, 


more unpredictable marketing situation than on fresh 


bananas. 


Q Did the jolbers have any influence over the price? 
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A Of course. They were the buyers. 
Q How does that work? 


A Well, if the jobbers for any reason, if their 


ing rooms, or if they felt there was an excess supply coming 
in, they would slow down in their buying almost in unison. 
As a result, there would be an immediate surplus of fruit 

in the port and in the marketplace. 

After that would happen, we would have to move the 
fruit onto rail cars and roll them, as they say. They are 
called rollers. These are unsold quantities of fruit moving 
inland, and our sales department desperately trying to sell 
that fruit as it moved into the market in the inland cities. 

As it moved, of course, the price would drop even 
further. 

Q Roughly sp:aking, how many jobbers were there in 
the Eastern and Gulf ports of the United States? 

A Oh, there were hundreds, Mr. Klingsberg. Every 
city had half a dozen or more. 

Q Were there times when poor quality bananas sold at 
higher prices than better quality bananas had solée shortly 
before or shortly after? 

A Yes; there would be times when the supply situatio 


would be tight, and a poorer quality fruit would sell for a 


! 
own supplies were heavy and their inventoris and their ripen 
' 
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better price -han a higher quality fruit would sell when 
there were a lot of bananas. The supply situation was very 
critical. 

MR. BENDER: I missed that last part. 

THE WITNESS: The supply situation was very critic 
al on the price. 

Q Is it a fact that one of your projects to which yo 
were assigned in connection with the shift to the Valery 
banana was a shift to boxing bananas rather than selling 
them on the stem? 

A Yes. Mr. Sunderland viewed the change of method 
of shipment from on the stem to boxing as basically a 
marketing problem, which it was, and as I was in charge in 
the marketing function, I ins cine the assignment of con- 
verting the company's division to boxed fruit. 

Q In or about 1962 and 1963, were there experiments 
with boxing in the various tropical divisions? 

A Yes. 

Q Was Tiquisate one of the places where there was 
some experimental boxing done? ) 

A Yes. Every division was ordered to experiment 
with boxing. In an effort to expedite the conversion and 
not having any pattern of boxing to follow, it was a new 


thing in the industry. I decided to give every division 
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\ . their own heads to experiment with what they thought was the 
3 most efficient way to put bananas into boxes. 
4 Q Did Tiquisate get a late start in this boxing work? 
5 A No; I think they were all started about the same 
6 time. There might have been a little variation in time, but 
7 I don't remember that, Mr. Klingsberg. 
. Q Is there anything which retarded the progress of | 
’ the boxing experiment in Tiquisate? 
10 A Not to my knowledge. The labor problems in 
u Tiquisate were always worrisome. But that's the only thing ' : 
= that might have slowed it down at all. | ) 
18 Q Let me see if I can refresh your recollection. | 
” Do you remember any problem with obtaining the boxes, with 
5 importing the boxes? 
” A Yes. We had some difficulties with the Guatemalan 
od government on boxed imports, as I remember, but the ; 
a Guatemalan government was difficult on everythiny that we ; 

‘ 

19 did, so that was nothing new. 
2» Q What was the purpuse, in 1962 and early 1963, or 
a1 the purposes, of having these boxing experiments in ‘V‘iquisatef 
= A The same purpose that we had everywhere else. We 
= had to plan for a complete conversion of the marketplace to 
” boxing. We couldn't envision a combined situation. So we 
25 


were trying as hard as we could and as fast as we could to 
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to get all our operations into boxes. 

Q So that you had not decided yet at the time you 
were doing the boxing experiments to close down the 
Tiquisate operation; is that obexeeed 

A By no means. 

Q Did you have a problem -- 

MR. BENDER: May we have a date as to that last 


question, your Honor? 
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MR. KLINGSBERG: We have a document which I offered 
in evidence this morning. Mr. Bender didn't object to it. 
It shows, for example, March ll, 1963, boxing experimental 
work. 

The question was addressed to 1962 and the early 
part of 1963. 

THE COURT: All right. 

MR. BENDER: Was the answer given in that same 
context? 

COURT: Read it back for Mr. Bender,please, 
Mr. Wolf. 

(Answer read.) 

Q This was in 1962 and the early part of 1963; is 
that correct? 

MR. BENDER: I object to leading the witness on 


this, your Honor. I think Mr. Klingsberg is putting words 
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in this witness' mouth about the time frame that we have 
here, as to when they decided to close down Tiquisate, 
as to when these experirental shipments were taking place 
on boxing. , 
THE COURT: All right. I know it's difficult. 
It is very hard for a person to remember a month and a year 
a long time back. 
Klingsberg, and then, if the witness' recollection is in- | 


) 
sufficient, then you can refresh him. : 


Try it that way first, if you don't mind, Mr. 
es 


Q Do you recall approximately when the boxing experi- 
ments were in progress at Tiquisate? 

A I don't recall the exact time. I know they started 
with all the other experiments approximately. 

MR. KLINGSBERG: We have documentary evidence of 
this, your Honor. 

Q Mr, FOx, did you have a problem in general, in 
terms of convincing the subbeeis to shift over from the stem 
method to the boxing method? 

A: Yes. It was a major change in their method of 
operation. It required substantial investments on the part 
of the jobber to redesign and rebuild their ripening facil- 
ities. They had to develop new techntinuen. new timing 


formulas. It was a major selling job to convince the jobbers 
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that this was indeed an improvement in the whole banana 
operation, to go to boxes. 


Q In terms of what you called a selling job, how 


did you select the bananas for these experimental boxing 


shipments? 

A Well, we wanted them to be as good as possible, 
so that the turnout, the result, of their early purchases 
of boxed bananas and their early experience with it would 
be as favorable as possible. So a great deal of care was 
taken in these early shipments of boxed fruit in order to 
convince the trade that this was the coming: thing. 

Q I show you Defendant's Exhibit 318, which was 
marked in evidence this morning without objection, which 
says: 

"Due to the long haul to Barrios, it is not con- 
sidered safe to box more than one day for each ship- 

\ 

ment." . - 

What does that mean? 

Well, I presume it means 

MR. BENDER: I object in terms of his presuming 

what something means. 
THE COURT: Yes. 
THE WITNESS: This is what it means to me. Can 


I answer it that way? 


a an ee wo i) me 
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THE COURT: It is the same thing. 
What is the document? Let me see it. 
(Document handed to the Court.) 
THE COURT: What is the question? Read it back. 
(Question read.) 
THE COURT: What did it mean to you when you re- 
ceived the memorandum from Mr. Miller? You may answer 
that? | 
THE WINTESS: It meant to me that they could not j 
box two or three days in advance of loading the fruit onto : 
the trains to go across the country to Barrios, because 
that would add too much time to the fruit in the boxes at 
the temperatures of the tropics, with a resulting fact the 
fruit at the far end, when it arrived in Barrios for loading 
upon the ship, would be on the verge of ripening or turning 
or spoiling. So they had to box everything that they were 
going to ship the day they were going to ship it, or just 
prior to the shipment, and one day was all they could box. 
Q What effect did that have on the amount of boxing 
capacity that would be needed? 
A It would increase the boxing capacity needs tre- 
mendously, because you would have to box everything the day 
before the train left. You couldn't spread out the boxing. 


Q In other divisions, was it the practice -- | 
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MR. BENDER: I object to leading him. 

Q In cther divisions, what was the practice in regard 
to the spread of boxing between the time of harvest and 
shipment? 

A In other divisions we could box two or three days 
ahead of the shipments, the sailing. 

Q When you say two or three days ahead, do you 
mean you would spread out the boxing over the course of 
two or three days? 

A Yes. 

Q You testified that the boxing from -Tiquisate was 
experimental -- 

THE COURT: Excuse me. I don't understand how 
that saves boxes. It may save time, but how does it save 
boxes when you do it in one day or two days? You need the 
same number of boxes, don't you? 

THE WITNESS: We axe talking abc it boxing station 
capacity. The facility that we cut the fruit and put it 
into boxes would have to be much greater in number and in 
capacities if we had to do it all in one day prior to the 
shipments being loaded. 


Q You would need more labor, would you not? 


A We would need more of everything. 


You testified that in connection with these boxing 
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experiments you were picking only the best fruit in order to 
convice the jobbers that they ought to shift over. Ia light 
of that fact, would you regard -- 

MR. KLINGSBERG: I withdraw that. 

Q Mr. Fox, did there come a time in or about Sept- 
ember 1962 when Mr. Sunderland assigned you to conduct 
certain negotiations with IRCA? 

A Yes. 

Q I am going to run through some documents with you 
very quickly, since most of them are in evidence, and I will 
try not to duplicate what is in the documents, but ‘just to 
ask you to fill in some gaps. 

The plaintiff has marked Exhibit 652-A, which 
contains a memo that Mr. Haase wrote of a meeting that you 
attended on September 6, 1962. 


Now, what brought about that meeting? 


A The meeting was brought about to try to get a 


resolution to the problem -- one of the problems we were 


facing in Tiquisate, and that was the division was in serious 
Straits financially. It was a very marginal division from 
the point of view of profitability, and Mr. Sunderland 
assigned me to the job of trying to find some way to reduce 
the costs and improve the service of the railroad that was 


serving the division for the Port of Barrios. 
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Q One of the problems at this time is, you wanted 
to know what rates IRCA was planning to charge on bananas 
shipped in boxes rather than on stems; is that right? 
A Yes. The boxing program was coming along,and it 
was requiring a whole change in our procedures everywhere, 
and this was another factor that had to be considered. 


Q Incidentally, did you ultimately find whether you 


could ship more bananas in railroac trains in boxes than by 


stems? 

A The early planning for it indicated that we would 
be able to increase the efficiency of our shipping pro- - 
cervres. However, as it later developed, we found we were 
not able to increase the amount of fruit that we could ship 
either with our ships or, as far as I know, with our trucks 
and trains by boxing. There was not -- there was just not 
that much efficiency gained by it. 

Q Now, the~e is reference in the document to the 
fact that Weber, who was the attorney for IRCA, “disputed 
alleged termination date, said due to many legal lawsuit 
Ripley angles we were in a delicate situation re rates 
and considered UF should make a draft." 

Now, was one of the piiinan w.iich was supposed 
to follow this meeting that you were supposed to make a 


draft of some new agreement? 


& 
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A Yes. One of the things we discussed was to try 
to bring all of these arrangements together into one new 
contract, one new agreement. 

Q And did IRCA also request information from United 
as to their future shipments? 

A Yes. 

THE COURT: As to what? 

Q Did IRCA also request information from CAG as to 
its future shipments? 

A Yes. IRCA was quite naturally interested in 
knowing what the freight load plans were for the forthcoming | 
months of operation, and it was our custom to furnish them 
with advance information of what we thought we would be 
shipping. 

Q If you will turn to the next documents, Mr. Bender 
in his examination of Mr. Sunderland put in some documents 
which Mr. Sunderland, who was not involved in them, could not 
explain, and I wonder if you could try to do it for us. 

In particula. I am referring to Plaintiff's Exhibi 
59, which is two documents, and Defendant's Exhibit 549 for 
identification. 

A Referring to Exhibit 859, this is a wire directed 
to me advising me that they had not received the information 


that we had talked about at «he conference, the information 
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being the combining of contracts. 

THE COURT: The combining of contracts? 

THE WITNESS: Yes. 

THE COURT: What does that mean? 

THE WITNESS: There were a number of different 
agreements and contracts that were involved in our arrange- 
ment with the railroad, and it was decided a good idea 
would be to try to bring them all together into one package. 

THE COURT: You mean the trackage agreement with 
the other agreements? 

THE WITNESS: Yes. tae =» 

A (Continuing) This covering memorandum to me is my 
secretary's, Miss Jennings’, initial, and it indicated that 
the matter is being referred to me, and Mr. Sunderland 
doesn't want the information to be sent along until I have 
had a chance to send it. 

MR. BENDER: Pardon me. What was it? Would you 
read that answer again? 

THE WITNESS: The answer -- 

MR. BUONDER: The 12 2porter. 

(Answer read.) 

Q Do you know of any reason Mr. Sunderland would not 
want information sent out until you got back? 


MR. BENDER: I object to that. 
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THE COURT: Yes; that is objectionable. 

Q Do you know of any reason why your secretary would 
write to you ~- What was your understanding when you received 
this memo, the note, that your secretary wrot?? 

MR. BENDER: He already testified to that. He 
just stated. 

ThE COURT: Let him repeat it. 

MR. BENDER: He didn't want the information -- 

Q What was your understanding of the reason for that? 

A I was in charge of the program, and I was going to 
be the one to review any informaticn that was sent to 
Mr. FPaase, 

Q What is Defendant's Exhibit 549 for identification? 

A 549 refers to a wire sent by my secretary to Mr. 
Haase or the railroad, answerinr~ that I will give the answer 
when I return from the trip. 

MR. KLINGSBERG: I offer Defendant's Exhibit 549 
for identification into evidence. 
MR. BENDER: No objection. 
(Defendant's Exhibit 549 for identification was 
received in evidence. 

Q Now. going back to Plaintiff's Exhibit 652-A, did 

you contact Mr. Haase as soon as you got back? 


A From the date on this memorandum, which is a re- 
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capitulation of a phone call I made to Mr. Haase on 
4th, it indicates that shortly after I got back I «7 call 
him and talked to him on the phone about the matters we had 
been discussing. 

Q That memorandum, Exhibit 652-.. tates that you 
indicated to Haase that you would send him a memo shortly 
on what your production picture in Guatemala looked like, 
and especially for the next. twelve months. 

I show you Defendant's Exhibit 488 in evidence, 
which is dated October 12th, a letter from mebianked to 
Haase, and ask if that is the information that you: arranged 
to have provided pursuant to your promise in your telephone 
call with Mr. Haase. 

MR. BENDER: I object to that, your Honor, as 
leading. I think the witness should have been asked what 
*nformation was called for rather than the way it was put. 

MR. KLINGSBERG: The memo says what was called 
for, and I read it. 


THE COURT: I will allow it. - 


THE WITNESS: Would you read the questior back, 
Please? 

(Question read.) 

Yes. 


THE COURT: We will take a short recess now. 


i 
i 
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(Recess.) 

BY MR. KLINGSBERG: 

Q Mr. Fox, we were talking about your telephone 
conversation with Haase on October 4, 1962. The memorandum 
indicates that you also discussed with Haase the impending 
stock purchase of IRCA by Mr. Chalk. 

Now, did that have any effect on your continuing 
to pursue this matter of drafting up a new series of con- 
tracts which had earlier been discussed with Mr. Haase and 
Mr. Weber? 

MR. BENDER: I object to that as leading, your 
Honor. 


THE COURT: What is leading about it? 


Y 


MR. BENDER: It requires a yes-or-no answer, and z 
think that is the kind of question which is normally con- 
sidered to be a leading question. | 

THE COURT: Read the question back again. 

(Question read.) 

THE COURT: It is only a preliminary question. 

I will allow it. 

A tes: We felt that if there was going to be a new 
owner to the railroad, that a matter of this nature would 
have to be discussed with him. 


Q Did Chalk communicate with you or, to your know- 


a 
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: ledge with anyone else from United or CAG prior to his 

3 actual purchase of the IRCA stock on October 25, 1962? 

4 THE WITNESS: Would you read that question back? 
5 


It was a long one. 


6 (Question read.) 
7 A Before he bought the IRCA stock, no, not to me. | 
$ Q Do you have any knowledge if he spoke to anyone 
° else at CAG or United? 
\ 10 A Not to my knowledge. 
il Q Did there come a time in January 1963 when you 
12 


met with Mr. Chalk? - oh 70a 
A Yes. There was a meeting with Mr. Chalk in 
Washington, as I remember it. 


Q And that is reflected in Defendant's Exhibit 494 
16 


{ 
in evidence; is that correct? 
sid A This memorandum reflects the gist of the meeting 


we held in his office on January llth. 


& 


Q What was your understanding of how things were 
left at the'end of that meeting? 

A My understanding was that we would get from the 
railroad and/or Mr. Chalk som indication of what they could 


do, if anything, to reduce freight rates in order for us to 


8 8B B 


make the Tiquisate Division more financial viabie. 


R 


MR. KLINGSBERG: The next exhibit, if your Honor 


i) 


ao 


~_ 
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please, is 526, which, according to our records, was in 
evidence but not in the transcript. 

MR. BENDER: I have no objection to it, your Honor. 

MR. KLINGSBERG: In that case, I would iike to re- 
offer Defendant's Exhibit 526 for identification. 

THE COURT: Received. 

(Defendant's Exhibit 526 for identification was 

received in evidence.) 


Q According to Defendant's Exhibit 526, you wrote 


to Mr. Chalk on March 27, 1963. Had you heard from him, to 


Sweseue 


your recollection, between the January meeting and the date 
you wrote this letter? 

A No; I had not heard from him, and this letter was 
a reminder to him that I had ok heard from him. 

Q In this letter, you asked Mr. Chalk if he had 
comeup with any suggestion, and the next exhibit .s a letter 
from Mr. Chalk to you dated April 18, 1963, Defendant's 
Exhibit 524. 

Was that the first you heard from Mr. Chalk after 
you wrote to him in March? 

A Yes. This is the first I heard from hi. 

Q At the time that Sevan idee apparently you 
were out of town, as indicated by Defensant’s Exhibit 523; 


is that correct? 
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A That's correct. 

Q And then the next contact appears to be Defendant's 
Exhibit 342 for identification, which is August 6, 1963. 

Does that accord with your recollection? 

Yes. 

MR. KLINGSBERG: I would like to offer in evidence 
Defendant's Exhibit 342 for identification, which Mr. 
Bender has advised me he has no objection to. 

(Defendant's Exhibit 342 for identification was 

received in evidence.) 

Q According to Plaintiff's Exhibit 988. ‘a meeting 
was held with Mr. Chalk in August of 1963, which you 
attended; is that correct? 

A Yes. 

Q This memorandum, Plaintiff's Exhibit 988, states: 

"Mr. Chalk discussed briefly with us and later 

with you the possibility of he and some of his associ- 

ates purchasing Tiquisate or possibly some other 
division as well. He was given a copy of the consent 
decree. You agreed to discuss the matter further 


with him at a later date." 


The “you" referred to there is you, Mr. Fox. 


Was that the first time in all of your contacts 


with Mr. Chalk that he raised the possibility of purchasing 


10 


11 


17 


5 
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a division under the consent decree? 

A To my recollection, that was the first time I ever 
heard of his interest in it. 

Q What was your understanding in the course of the 
talks beginning with this August 29th meeting as to on whose 


behalf Mr. Chalk was negotiating? 


A I didn't know »2n whose behalf he was negotiating, 
whether it was the railroad or himself. 

Q He said "the possibility of he and some of his 
associates" in this menorandum. What did you understand 
that to mean? 

A That could have been anybody. 


THE COURT: Don't try to squeeze it dry, Mr. 


ee 
cdi is 5 ing bd ai s ° 


Klingsberg. 

Q Then a meeting was held with Mr. Chalk in Sept- 
ember, which is reflected in Defendant's Exhibit 496; is 
that correct? 

A Yes. This is a memorandum covering that meeting. 

Q Does that accord with your recollection of the 
substance of the discussion? 

A Without reading every word of this lengthy memo- 
randum, I would say this covers the gist of that meeting. 

MR. BENDER: I didn't hear the answer. 


THE WITNESS: I said, without reading every word i 


a 


km meg EY: 


oo 


<=) 
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this lengthy memorandum, this seems to cover the gist of 
the meeting that we held in Mr. Chalk's office in Washington, 
or, rather, New York, I think it was. This one was in New 
York. 

Q Did you consider that Mr. Chalk had made any con- 


crete offer to buy the Tiquisate Division at this meeting? 


MR. BENDER: I object to that, your Honor. That 
calls for a conclusion. 
THE COURT: Sustained. 

Q There is reference to a $40,000,000 figure at 
page 8. What was your understanding of the reference to that! 
figure? 

A That was a very rough calculation of what the per- 
centage of fruit represented by the Tiquisate Division was 
to the overall company production, and by a simple division 
of what the net worth of the company was, we came out to a 
$40,000,000 figure. There was no eihiinsiiniin or back-up to 
to that at all. It was a ball-park estimate. 

Q Was it stated by anyone at the meeting, either as 
a price demand or a price offer, for Tiquisate? 

A Oh, no. 

THE COURT: Who was the one who created the 
figure? I don't have the memorandum in front of me. 


THE WITNESS: As I recall, it came from Mr. Roddy, 


to 


a 


~ 
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who was the executive in detailed charge of the spin-off 


or the sale of our division in compliance with the consent 


decree. 
THE COURT: He was a lawyer? 
THE WITNESS: No; he was not. He was a marketing 
man. | 
Q Does page 9 indicate the way in which this meeting | 
was left? | 
A Yes. | 
Q And does that refresh your recollection as to 


where the parties stood concerning the possible price at.the |- 
end of the meeting? 

A There had been no decision made on a price. We 
were going to give Mr. Chalk some information as to what was 
involved in the possible sale, and we talked about the approach 
to the Department of Justice to see if such a sale ~-uld 
comply with the consent decree. 

Q Chalk said he would bargain hard on the price, 
as indicated in the memo? 

A That's right. 

Q In Plaintiff's Exhibit 43, which is the letter 

‘u wrote to Mr. Chalk, did you send him the information 
had been promised at the previous meeting? 


Yes. This letter covers basically what I had 
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agreed to send him at the previous meeting, with the excep- 
tion that I told him in this letter we were considering only 
the sale of Tiquisate and not the East Coast of Guatemala. 

MR. BENDER: Could I have that read back? I 
missed part of that. That last part, "with the exception 
that". 

(Answer read.) 

Q Now, the figures refer to a $6,500,000 estimated 
Salvage value and a $22,000,000 investment that CAG had made 
in Tiquisate. 

What was your intention in mentioning those fig- 
ures in regard to possible price that might be later taken 
up? 

A Well, this was to give him an indication of the 
bracket of price that we would consider as an acceptable 
offer. We knew that we could salvage the division for 
something in the order of $6,500,000 on a piecemeal basis 
4s a minimum, and we knew that we had spent a'’most 
$23,000,000 in putting the division into being. So it was 
an area of beginning price negotiation. 

Q Why did you withdraw Guatemala East from considera- 
tion for the time being? 

A Well, the company was in a tremendous state of 


flux at this particular moment. We didn't know precisely 
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. what the programs for the new variety fruit would be for the 
3 future. .- didn't know what the political outlook would be 
4 for these countries. We just felt that until the whole 
5 situation clarified for the company and its plans, we ought 
6 not to offer the Bananera Division. 
‘7 | Q Was Bananera one of the divisions considered as a 
8 possible place for growing Valery bananas at this time? 
° A Yes. ; 
10 Q Defendant's Exhibit 521-A ir evidence is a memo 
ll pede tenn you on the advice which had been given to the 3 
‘ 
12 


Guatemalan Government that CAG planned ceasing banana opera- 
tions in Tiquisate. 
M Did you advise Mr. Chalk of that fact? 


15 A Yes; I did. 


Q When did you advise him? 


} 
| 
W A I advised him at approximately the seme time that 


we sent the letter to the President of Guatemala. 


& 


Q What did you advise Chalk? 
20 A That the decision had been made,and that we had 
so advised the Government, to close down the Tiquisate 
operation. 


Q Defendant's Exhibit 43, your letter to Chalk, 


also states: 
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"I should emphasize that time is short, and a 
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number of persons have expressed interest in acquiring 
the assets of the division in the event the company 
does nct use them for banana operations." 

Despite the fact you had written that to Chalk 
and told fim about the decision to close, when was the 
next time you heard from him or spoke to him? 

A Well, the next time was in November, November 18. 


Q At that time, there was a telephone conversation 


A That's right. 


Q And that memorandum reflects the substance of the 


with Chalk? | 
| 
rm ° 


telephone conversation? 

A Yes. In this he decides, or he indicated he 
thought because we had withdrawn Bananera, the East Coast 
Division, from any consideration as part of a sale, it would 
not be worth while .o contact the Department of Justice. 

Q Is this the first time that Chalk indicated any 
interest in just purchasing land in Tiquisate, apart from 
doing something under the consent decree? 

MR. BENDER: I object tothat, your Honor. 
THE COURT: Sustained. | 7 

Q When was the f: rst time that Chalk indicated any 

interest in purchasing land at Tiquisate apart from the 


consent decree? 


10 


il 


17 


& 
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A At this time, with this telephone call. 

Q Is there anything which to your knowledge would 
have prevented Chalk from going out on the cpen inmarket and 
buying land which CAG was selling, along with other purchasers 
in Guatemala? 

A Of course not. 

THE COURT: Wait a minute. Didn't he own a rail- 
road, and if he bought the land for bananas, dicii't he have 
to get permission from the Government to have a xailroad- 


owned banana plantation? 


GG 


THE WITNESS: Wot to my knowledge,:- your Honor. 
THE COURT: All right. 
I thought Mr. Sunderland said it the other way. 
I am not “ure. 
MR. KLINGSBERG: Yes. Mr. Sunderland is a lawyer. 
Mr. Fox is not. 
THE COURT: Then why do you ask him legal questions 
Q Just to follow along quickly in the chronolegy, 
Plaintiff's Exhibit 68 is a memo of a meeting at the Depart- 
sent of Justice. Am I correct in understanding that you 
did not attend that meeting because you were -- What was 
the reason you didn't attend that meeting? 
A I was probably busy doing something else. I don't 


know. I didn't attend it. 


to? 


10 


11 


14 


16 
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In any event, a representative of United was sent? 

A That's right. 

Q And Plaintiff's Exhibit 788 is a memo of a tele- 
phone conversation -- a transcript of a telephone conversatio 
with Mr. Chalk, also in December. 

I will pass that because it is a transcript. 
Now, you wrote to Mr. Chalk on December -- Let me 


ask you this, Mr. Fox: You received a report, did you not -- 


MR. KLINGSBERG: I will pass that, too. | 


Q Mr. Fox, did you write Plaintiff's Exhibit 45 in 


evidence to Mr. Chalk, and does that accurately reflect the 
substance of the negotiations which were held up to that 
point in time? 

A Yes. This letter really brings the whole discus- 
sion and negotiation up to date and indicates our need for 
early action. 

Q am I correct that as reflected in Defendant's 
Exhibit 417 in evidence a meeting was held of various United 
officials on January 9, 1964, in Boston, which you attended, 
at which the consent decree and the Chalk situation were 
discussed? 

A Yes. 


And you had at that time. did you not, Plaintiff's 


10 


11 
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Exhibit 46 in evidence, which was the last communication fro 
Mr. Chalk prior to your meeting in January; is that correct? 

A Yes. 

Q What if anything did you report to the cther 
officials at this meeting as to whether Mr. Chalk had made a 
bona fide offer for the purchase of Tiquisate? 

A Well, I reported the contents of the letter of 
December 30th, which was an offer of sorts. However, the 
offer was so impractical that it really didn't make any 
sense to me, and I doub:ed whether it made any sense to 

i 
anyone else, because he was asking us to sell him a large | 
acreage of ici in Tiquisate capable of producing a substan- 
tial banana operation at the price of one hundred dollars 
an acre, and at the same time we had to furnish him with all 
of the additional assets, facilities, human and otherwise, 
to operate a full-scale banana division in accordance with 
the consent decree. 

It didn't .@-1.y make eny sense to us, because 
he ws *alxing about Ships «nd pecple, executives, marketing 
organization, the whole complex that was involved in satisfy-, 
ing the consent decree, and at one hundred dollars an acre 
it wouldn't have been a practical deal. 


Q Just to wind this up, you wrote to Chalk on 


- 


January 10, 1964,:'as reflected in Plaintiff's Exhibit 48, 
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. advising him of your position on the negotiations; is that 
3 correct? 
a A Yes. I wrote to him because by that time it had 
5 become definitely established that the company had committed 
6 itself for the sale of these lands to a uirge number of in- 
7 dividuals, former employees of the company, government officit+ 
8 als and others, and there really was no practical way that we 
® could recapture that land and present it in a package to 
10 Mr. Chalk so that he could operate a banana division. 
il Q I show you Defendant's Exhibit 372 for identifica- | 
12 tion and ask you if tnat is a document .a copy of which w-« |, 
13 contained in your files concerning the negotiations with 
“ Mr. Chalk. 
15 A Well, this wasn't written to me, but it does out- £ 
16 line the situation that Mr. Bump, who was the authorized 
V7 agent to sell the land, found himself in on December 23rd. 
Q Do you remember, the other day, Mr. Fox, we re- 
viewed your file, and a copy of this document was contained 
in it? 
21 A Yes. 
= Q And was this document one of your sources of in- 


formation on the basis of which you wrote the January 10th 


letter to Mr. Chalk, Plaintiff's Exhibit 48? 


A It was one of the sources, yes. 
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MR. KLINGSBERG: I offer Defendant's Exhibit 372 


for identification into evidence. 


MR. BENDER: I object, your Honor, on the ground 


that this document is hearsay from Mr. Bump to Mr. Holcombe, 
I believe it is addressed to, and it was found in Mr. Fox's 
file. 

THE COURT: What is your objection? On the busi- 
ness records rule? 

MR. BENDER: Your Honor -- 

THE COURY: Isn't it a report by an agent to his 
principal on the status? ‘ eee 

MR. BENDER: Yes, your Honor. I would withdraw 
my objection if it is understood that when I offer a document 
from Bump to Holcombe, it also comes in under the business 
record rule. 

My problem is this: that when I showed wnuenih 
for the defendant a document of a similar nature, I get an 
objection from them, and I told them that I have other 
Miller documents I would like to offer in evidence that are 
certainly authentic. 

THE COURT: It would have to be tit for tat. It 
depends on what the category is. 


MR. BENDER: I will withdraw my objection, your 
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THE COURT: All right. 
(Defendant's Exhibit 372 for identification was 
received in evidence.) 

Q Did you have any other information concerning the 
status of the land sales when you wrote Plaintiff's Exhibit 
48? 

A Yes. As I say in this letter, Mr. Ted Holcombe, 
who was the manager of the Guatemala operation, was asked ui 
come to Boston to report in person on the status of these 
sales, which he did. Although he did not arrive in time 
for this meeting, he telephoned --. 

Q The January 9th meeting? 

A Yes. He telephoned or that the land had been 
committed completely, and there was no real way to put 
the division back together again to offer it to Mr.’ Chalk. 

He later arrived in Boston, and I met with him and 
reaffirmed the information that is contained in this letter. 

Q Defendant's Exhibit 417, which ‘a the ini of the 
meeting at United on January 9th, refers to other reasons 
for the position you took in this regard, particularly the 
OO of the company for a Plan A spin-off rather than 


a Plan C spin-off. 


That was not included in your letter to Mr. Chalk. 


Nevertheless, was that one of the considerations in making 


° 4 
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2 re 
your decision? 
3 Ra 7 
A Yes; it was. 
‘ Q Did you personally participate in the Plan A spin- 
5 ; : 
off procedures which were subsequently implemented by the 
6 
company? 
7 , 
A Yes; I did. 
8 * . 
Q There is one thing I forgot to ask: 
9 
When you were discussing this one hundred dollars 
10 , sacl : ‘ 
per acre offer and, in addition, Chalk asking for other facil 
? ities et cetera, pursuent to the consent decree, what was 
12 ' 
the approximate price at which you were selling land to other: 
13 ; | 
| people in the Tiquisate area who were not getting any extras 
14 
under the “ecree? 
15 : 
A We were selling it for ore hundred to Hh So 
16 
depending on its condition. 
17 
MR. KLINGSBER3: No further questions, your Honor. 
19 : 
2 | 
21 
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